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INDICTMENT 
74 CRIM. 268 

UNITED STATES DISTRICT COURT 
SOOTHERN DISTRICT OF NEW YORK 

(Same Title) 

COUNT I 

The Grand Jury chaurges: 4 

1. BENNIE HINES, the defendcint, then a resident 

of anù conducting his business in the Southern Diotrict of New 
York during the calendar year 1968 emd who had and received 
during said calendar year gross income in the approximate 
amount of $18,000, and who by reason of such income was required 
by law, after the close of said calendcu: yecir and on or before 
April 15, 1969, to make an income tax retum to the Intemal 
Revenue Service stating specifically the items of his gross 
incovne amd any deductions auid credits to which he was entitled, 
unlawfully, wilfully èind knowingly did fail to make said income 
tax retum to the said Internal Revenue Service or to any othei 
proper officer of the United States of America within said 
proper time. 

2. Said unreported income in the approximate amount 
of $18,000, represented monies paid to and on behalf of the 
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INDICTMEOT 


defendant pursuéint to an agreement emd understanding with 
persons to the Grand Jury known and unknown whereby the 
defendant, BENNIE HINES, operated and assisted in the operation 
of a prostitution enterprise and participated in the proceeds 
of prostitution activity. 

(Title 26, United States Code, Section 7203) 


OOUNT II 


The Grand Jury further charges: 

1. BENNIE HINES, the defendant, then a resident of 
and conducting his business in the Southern District of New York 
during the calendar year 1969 and who had and received during 
said calendar year gross income in the approximate arry)unt of 
$14,000 and who by reason of such income was required by law, 
after the close of said calendar year and on or before April 15, 
1970, to make an income tax retum to the Internal Revenue 
Service stating specifically the items of his gross income amd 
any deductions and credits to which he was entitled- unlawfully, 
wilfully and knowingly did fail to make said income tax return 
to the said Intemal Revenue Service or to any other proper 
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INDICTMENT 

officor of ':ha Unitod States of America within said proper 
time. 

2. Said unreported income in the approximate amount 
of $14,000« repiesented monies paid to and on behalf of the 
defendant pursuant to an agreement eind ’mderstanding with 
persons to the Grand Jury known and unknown wheréby the defen^ant, 
BENNIE HINES, operated and assisted in the operation of a 
prootitution enterprise and participated xn the procoeds of 
prostitution activity. 

i 

(Title 26, United States Code, Section 7203) 

COUNT III 

The Grand Jury further chsurges: 

1. BENNIE HINES, the defendamt, then a resident of 
and conducting his business in the Southern District of New 
York during the calendar year 1970 and who had and received 
during said calendar year gross income in the approximate amount 
of $14,000 and who by reason of such income was required by law, 
after the close of said calendar year and on or before April 15, 
1971, to make an income tax return to the Internal Revenue Service 


tá 
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INDICTMIIIT 


stating specifically the items of his gross income and any 


deductions auid credits to which he was entitled unlawfully. 


wilfully, and knowingly d.d fail to make said income tax 


return to the said Internal Revenue Service or to any other 


proper officer of the United States of America within said 


proper time. 


2. Said unreported incorae in the approximate amount 


of $14,000, represented monies paid to and on behalf of 


the defendant pursuant to an agreement and understanding 


with persons to the Grand Jury known and unknown wLereby 


the defendéint, BENNIE HINES, operated'and assisted in the 


operation of a prostitution enterprise and participated in 


the proceeds of prostitution activity. 


(Title 26, United States Code, Section 7203) 


COUNT IV 


The Grand Jury further charges: 


1. JENNIE HINES, the defendant, then a resident of 


and conducting his business in the Southern District of New 


yí 


V 


4 
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INDICTMENT 

Yorlc during the calendar year 1971 auid who had and received 
during said calendar year gross income in the approximate 
amount of $29,000 ar.d who by reason of such income was required 
by law, after che close of said calendar year èind on or before 
April 17, 1972, to make an income tax return to the Intemal 
Revenue Service stating specifically the items of his gross 
income amd any deductions and credits to which he was entitled, 
unlawfully, wilfully amd knowingly did fail to mèúce said income 
tax return to the said Inter. 1 Revenue Service or to any 
other proper officer of the United States of America within 
uaid proper time. 

2. Said unreported income in the approximate amount of 
$29,000, represented monies paid to and on behalf of the 
defendant pursuant to am agreement and understanding with 
persons to the Grand Jary known and unknown whereby the defendant 
BENNIE HINES, operated amd assisted in the operation of a 
pvostitution enterprise ard paurticipated in the proceeds of 
prostitution activity. 

(Title 26, United States Code, Section 7203) 
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IHDICTMENT 

couyr v 

The Grand Jury further charges: 

1. BENNIE HINES, the defendant, then a resident of 
and conducting his business in the Southern District of New 
York during the caiendar year 1972 and who had and received 
during said calendar year gross income in the approx: oate 
aroount of $22,000 and who by reas< \ of such income was required 
by law, after the close of said calendar year and on or before 
April 17, 1973, to make an incoroe tax return to che Interaal 
Revenue Service stating specifically the iteros of his gross 

- income and any deductions and credits to which he was entitled, 
unlawfully, wilfully éuid knowingly did fail to make said 
income téix retura to the said Internal Revenue Service or to 
emy other proper officer of the United States of Aroerica within 
said proper time. 

2. Said unreported income in the approximate aroount 
of $22,000, represented roonies paid to and on behalf of the 
defendant pursuant to an agreement and understanding with 
persons to the Grand Jury known and unknown whereby the de- 
fendant, BENNIE HINES, operated and assisted in the operation 
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INDICTMENT 


a proatitution cnterprise and peurticip.ated in the proceeds of 
proatitution activity. 

(Title 26 # United States Code, Section, 7203) 


PAUL J. CURRAN _ 

United States Attorney for 
the Southern District 
of New York 


O 
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ORAL MOTION TO STRIKE PARAGRAPH 2 
OF EACH OOUNT AS SURPLUSAGE IS GRANTED. 

(Filed Memo 4/8/74) 

74 CRIM. 268 

UNITED STATES LISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

(Sdme Title) 


At a pretrial conference on Tl-ursday, Api il 4, 1974, 
counsel for defendant asked that paragraph 2 of each count 
be eliminated as unnecessary ajid as prejudical to defendant. 
This is treated as an oral rnotior under f ed. R. Crim. r • 7 (d) 
to strike the named paracjT aphs as surplusage and is granted. 

Tho counts charge wilful failur* to 'make (file) 
income tax returns. The government has candidly tonceded 
that the paragraphs in question are not needed to state 
any element of the offense, but suggests that the source of 
the income (alleged to be prostitution) vill necessarily be 
made known to the jury through voir dire questions to the 
jury panel, the governroent's proof, etc. To avoid any 
possibility, however remote, that the unnecessary indictraent 
paraqraphs will prejudice the defendant, they are struck out. 

SO ORDERED. 

Dated: April 8, 1974 


INZER B. WYATT 

United States Diatrict Judge 
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WAIVER OF TRIAL BY JURY 
(Filed 5/9/74) 

74 CRIM. 268 

UNITED STATES DISTRICT OOURT 
SO 7THERN DISTRICT OF NEW YORK 

(Same Title) 


The defendzmt, BENNIE HINES, having been advised 
òy his counsel, Kalman Gallop, Esquire, and by the Court of 
the defendant's constitutional right to a trial by Jujry, 
and upon the consent of the United States of America, by 
Paul J. Curran, TJnited States Attorney for the Southern 
District of New York, Charles E. Padgett, Special Attomey 
United States Depcurtment of Justice, of ccunsel, said 
defendant, BENNIE HINES, hereby voluntéurily waives trial 
by jury and consents to trial by a Court alone without a jury, 
in accordance with Rule 23 of the Federal Rules of Criminal 
Procedure. 


Dated: New York, New York 

May 7th, 1974 BENNIE HINES 

Defendant 


APPROVED: 

INZER B. WYATT 
Ù.S.D.J. 

M*y 7, 1974 


KALMAN GALLOP _ 

Attomey for Defendant 

United States Attomey 

By: CHARLES PADGETT _ 

Special Attomey 




JUDGMENT APPEALED FROM 


(Filed 8/23/74) 

74 CRIM. 268 

ITNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

(Scune Title) 


On this 23rd. day of August, 1974, came the attorney 
for the government and the defendant appeared in person cuid 
by Kalman V. Gallop, Esq. 

IT IS ADJUDGED that the defendant upon his plea of 
not guilty, and a finding of guilty by a jury, has been convicted 
of the offense of unlawfully, wilfully èuid knowingly did fail 
to make an income tax return to the Internal Revenue Service. 

(Title 26, IJ.S. Code, Section 7203) 

as charged in counts 1,2,3,4 and 5, and the court having asked 
the defendant whether he has anything to say why judgment should 
not be pronounced, and no sufficient cause to the contrary being 
shown or appearing to the Court, 

IT IS ADJUDGED that the defendant is guilty as charged 
and convicted. 

IT IS ADJUDGED that the d sndanc is hereby committed to 
the custody of the Attorney General or his authorized representative 
f°r imprisonment for a period of ONE (1) YEAR, on count 1, ONE (1) 
Y2AR, on count 2. Imposition of sentence, on each of counts 3,4 
and 5 suspended, aind defendant is placed on probation for a period 
of FIVE (5) YEARS. 



Sentence on count 2 , to run consecutively with sentence imposed 
on count 1. Period of probation on each of countr 3, 4 and 5, 
to run concurrently with each other, and to begii after service 
of sentence on counts 1 and 2. 

Defendant continued released on bail pending appeal. 


IT IS ORDERED that the Clerk deliver a certified copy 
of this judgment and ooranitment to the United States Marshal 
or other qualified officer and that the copy serve as the 
coranitment of the defendsmt. 


INZER B. WYATT, 

United States District Judge 


% 


RAYMOWD F. BURGHARDT, 
Clerk. 
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NOTICE OP APPEAL 
(Filod 8/2 9/74) 

74 CRIM. 268 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

(Sane Title) 


NOTICE IS HEREHY GIVEN that BENNIE HINES, defendant 
above named, hereby appeale to the UnitedStatesCourt of 
ADDeals for the Second Circuit from the final ^udgmtsnt of 
^vtction entered on the third day of July. 1974 and the 
sentence imposed by this Court on the 23rd day August. 197 . 


& 


Dated: 


New York, N.Y. 
August 23, 1974 


KAIaMAN V. GALLOP 
Attorney for defendant, 
BENNIE HINES 

1345 Avenue of the Americas 
45th Fioor 

New York, New York 10019 
(212) 246-2880 


TO: The Honorable Paul J. Curran 

United States Attorney 
Southern District of New York 

Clerk of the United States District Court 
Southern District of New York 


TO: 
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UKITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


UNITED STATF.S OF AMERICA 


3ENNIE HINES, 


Defendant 


7A Cr. ?.68 
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New York, May 7, 197A 
9:30 a.m. 
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BEFORE: HON. INZER B. WYATT 


APPEARANCES: 

paul j. curran, esq. 

United States Attorney for the 
Southern District of New York 
CHARLES E. PADGETT, ESQ., and 

EDWARD M. SHAW, ESQ. . 

Special Attorneys, Department of Justlce 

KALMAN V. GALLOP, ESQ. 

Attorney for the Defendant. 
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THE COURT: Now, Mr. Clerk, wili you call the case. 
THE CLERK: United States of America versus Bennle 

Are both sides ready? 

MR. PADGETT: Government ready. 

MR. G\LLOP: Defendant ready. 

THE COURT: After our discussion yesterday, I read 
the Holland case and I read the Platt case, and I am golng to 
read Lhe Johnson case, which is earlier than Holland, but I 
haven't done it yet. 

I had indicnted my views yesterday about the 
evidence points that we took up, and 1 left open the question 
about living expense evidence. 

e The Covernment, I believe, is entitled to prove the 

Ilving expenses during a taxable period of a defendant indicte< 
on the charges here. Holland specifically refers to that as 
an addition to the difference in net worth between the opening 
period and the closing period, so the relevance of the 
evidence is clcar. But whether the evidence is competent ís 
another question. But I think the prrper proccdure is for me 
to listen to it and, of course, Mr. Callop will have the full 
opportunity to cross-examine. It may eventually be rejected 01 
it may be given varying degrees of value from a little better 
than zero, considerable value, depending on what it is -- I 


ogs 


Hines. 


SOUTMCNM OtSTM»CT COUMT NCNONTCNS. U.S. COUNTMOUSC 
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don't roally know what iC is -- so my inclinaCion Cherofore is 
Lo leC Che GovernmenC puC in Che evidence. 

Now, Mr. PadgeCC, you said yesCerday ChaC you mighC 
have Co have some gaps; due Co Che necessiCies of Che siCuaCioi 
I was jcsC going Co say if we do have gaps, a good Cime Co 
have a gap would be around lunchCimc bccause Chen we could hav< 
a longer Cime for lunch and I could use ChaC Cinr.e. BuC we 
will see whac we do. 

Now we have some preliminary maCCers. Do we have 
some quesCions abouC Che waiver of jury? 

MR. GXLLOP: Yes, Your Honor, I believe Che Govern- 
menC prepared a waiver. Also I sCill havc noc received, al- 
Chough Chey are noc relevanC, Chere is no jury, buC Che 
requesCs Co charge had some informaCion in ÌC. 

MR. PADGETT: Your Honor, in connecCion wiCh ChaC 
I would like Co inform che CourC of one piece of misinfor- 
macion which I gave Che CourC yescerday. As of Friday nighC, 
we were unsure whecher Che minimum gross income for 1971 was 
$1700 or $1725. In order Co proCecC Chc defendanC, we chose 


Che higher figure. YesCerday evening I was informed ic is in 
facC Che lower figure, $1700, so — 


THE COURT: $1700? 

MR. PADGETT: $1700. 

THE COURT: And noC $1725? 


i 
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i v iR. PADCKTT: That is correct, sir. All other 
figurcs would remain the same. 

THE COURT: All right. 

Mr. Padgett, would you give Mr. Gallop a copy? 

MR. PADCETT: 1 did. 

THE COURT: Cood. 

Mr. Hines. 

(Defendant rises.) 

BY THE COURT: 

Q Is this your sígnature on this document? 

A Yes, sir, it is. 

Q Do you know that by executing this document, by 
signing it, you are giving up your right to have a jury of 
12 men and women decide whether you are guilty or not guilty 
of the charges in this indictment? 

A Yes, sir. 

^ You have been ablt. of cocrse, to talk to Mr. 
Gallop, your attorney, about waiving trial by jury? 

A Yes, sir. 

Q And you want to do that? 

A Yes, sir. 

Q And you are doing it voluntarily? 

A Yes, sir. 

Q And you understand that when you give up your right 


tOMTHCWW OHTIIICT 
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to trinl by jury, that amounts to a consent that I dotermip.e 
whcther you are guilty or not guilty; do you understand? 

A Yes, sir. 

THE COURT: All right. 


statement 


permit, 


Does the Government want to make an opening 


MR.-PADGETT: Yes, a brief one, if Your Honor would 


THF. COURT: All ríght. 

MR. PADCETT: Your Honor, Mr. Gallop, may it please 

the Court: 

Since a jury has been waived, I will of course be 
quite brief and quite skeletal in my opening. Suffice it to 
say the Government will show those elements necessary to 
prove the case beyond a rcasonable doubt, that is to say, the 
Government will prove that the defendant is íin individual who 
is required by law to file an income tax return during the 
years in question, did not in fact file, and that his failure 
to so file was willful and deliberate. The Covernment will 
show that the defcndant during the years in question was 
employed, that immediately prior to the ycars in question, he 
admitted that he was employed, and he stated that hc was 
cmployed as a pimp, a gambler, and a hustler. 

The Governmcrt will also show that during the ycars 


25 
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In question, tlic defendant consistently and consciously 
conducted a busíness, that being a businss of managlng a 
stable of prostitutes. 

The Government will also show the receipt of income 
by the dcfendant during those years. The Government will also 
show expenditures in excess of the minimum gross amounts of 
income required for that year. 

With respect to the second -- 

THE COURT: Wait. Say that last over again. 

MR. PADCETT: The Government will show not only the 
reccipts of income, and the nctual cash receipts by the 
defendant, the Government will also show that the defendant 
expended sums of money in excess of the amount of minimum 
gross income required by law to constitute a person required 
to file. 

THE COURT: In other words, your position is that 
these expenditures are non-deductible in computing taxable 
income and therefore must be added to the cnsh income? 

MR. PADGETT: No, sir. The Government's position 
is that the defendant's income was — the defendant's receipt 
of monies were non-deductible, the tax items, and that his • 
expenditures in fact evidence that receipt of monies. 


May I continue? 

THE COURT: Oh, that's not the net worth polnt? 
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MR. PADGETT: No, sir. 

THE COURT: In other words, you are proving receipt 
of income and disbursement of that Ìncome in non-deductible 
ways, and therefore that income was reportable; is that it? 

MR. PADGETT: Well, sir, we are proving two points: 
One, the receipt of income in some of the years in question; 
we are also proving in all the years in question, expenditures 
in excess of the minitnum gross income amounts. We feel that 
the second item, that is to say the expenditure theory, is 
sufficient, if believed, is sufficient to convict the defen- 
dant. However, above and beyond that, we show direct receipts 
of incòme by the defendant for some of those years from illega) 
sources montioned before. 

THE CCXJRT: But still the expenditures that you show 
are non-deductible expenditures. The non-dcductibility must 
be present. Is it? 

MR. PADGETT: No, sir. The expenditures evidence, 
the deductibi1ity or non-deductibilityof the expenditures is 
n°t really an item in a failure to file case under the Govern- 
ment s position. The issue of expenditures is evidentiary 
to cause an inference to be had by the trier of the facts that 
if there were expenditurcs in this amount, tiiere rnust be incomt 
ir* that amount. In othcr words, before the dcfendant could 
spend thc money he must híive receivcd it, and we prove by thc 


t 
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expenditurc, thnt is tn say by the spcnding of money, that 
there was a receipt of monies to correspond with the expendi- 
turcs and minimum in that year. 

THE COURT: But for that to be relevant, we have to 
assume that there was zero net worth at the beginning of the 
taxable year. 

MR. PADGETT: Yes, sir. 

THE COURT: All right. So if there is zero nef. worti 
at the beginning of the taxable year, and then there are 
expenditures in excess of the minimum amount, you are saying 
there has to be income before there can be expenditures? 

MR. PADCETT: Yes, sir. 

THE COURT: And where do we -- forget the deducti- 
bility, but where -- If I infer there had to be income,how 
do 1 infer that it is taxable income? 

MR. PADGETT: It need not be taxable, Yocr Honor. 

THK COURT: That ís a separate element. 

MR. PADCETT: All it necd be is gross income. The 
taxability of the incomc -- I see what Your Honor is driving 

at. Your Honor is driving at as an exempt source? 

\ 

THE COURT: Exempt source. I may have used the 
wrong v/ord, exempt source. 

MR. PADCETT: Ue will show the fact that it is not 
an exempt souce by indicatlng the efforts the Government has 
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made to determine the source of the Lncome. 

THE COURT: All right. 

MR. PADCETT: We will in facc show a likely source 
of the income, that being his income from prostitutes, from 
gambling and from "hustling." 

The second element that the defendant did not file 
will bc established obviously through the testimony of repre- 
sentatives of the service.center who will indicate that there 
is no record of his having filed for the years in question, 
indeed for years prior to that. 

The third elcment which the Government must and will 
prove is the willful nature of the dcfendant's failure to file, 
that is to say the factual contentions which surround the 
defendant and surround his failure to file must be a wilfull 
context or the Government's proof will fail. The Government's 
proof will show that the defendant lived in what might be 
termed a shadow world, a world of false names, false addresses 
of what can reasonablybe inferred to have been a totally 
irresponsible world, one where no recognition was paid to the 
mores of soeiety and no recognition was made to the customs 
of society and least of all those customs and laws which 
require one to file an income tax return. Those facts will 
allow the Court to infer the wilfull nature of the defendant's 
failure to file. 


% 
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Tho Covernmont will show that the defendant did not 
earn money from any legitimate sources. The Government will 
show that it has exhausted all reasonable efforts to show that 
the defcndant received monies, although not earning them, from 
a legitimate source. 

Upon the conclusion of that evidence, the Government 
will ask the Court to infer, as it may reasonably do, that 
the defendant having failed to file, was first a person 
required by law to file, and secondly that his failure to file 
was wilfull. 

The Covernment is coní dent that the evidence will 
indicate that clearly and beyond reasonabic doubt. 

THE CCXJRT: Mr. Padgett, what is the significance 
of the fact that the income, as you say, was not from a 
legitimate source? 

MR. PADGETT: Well, sir, in ordcr to establish the 
wilfull nature of the failure to file, thc Government will 
show the background of the defendant, and it is the Government 
contention that one of those elements of his background is in 
my term a lav/Iess nature. That is to say he is involved in an 
enterprise which is by law illegal. Consequently, if the 
Covernment shows one of the sources to be unlawful, we brlieve 
the Court can reasonably infer that the dcfendant would not 
then, having received the money from an unlawful source, an 
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illegal source, then deciare that income as hc is rcquircd to 
by law. That is the purpose for this illustrating to the 
Court that it is an illcgal source of income. 

THE COURT: You mean that people with unlawful 
income are very likely v/ilfully not to file income tax returns 
because that might have a tendency to disclose their violation 


of law? 



MR. PADGETT: Yes, sir. 

THE COURT: All right. I understand. 

Mr. Gallop, would you like to say anything by way 
of opening? 

M}<. GALLOP: Yes, I would, Your Monor. 

THE COURT: All right. 

MR. CALLOP: I think certain basic facts should be 
laid out before the Court so you can better understand not 
only what I believe the Government's case to be but what my 
defensesto this case are. 

The first statement I tlúnk is rather obvious but 
very important. This is not a case to collect taxes. 

THE COURT: I understand. 

MR. CL'.LLOP: There is no claim any tax is due, tf 
in fact any taxes are due, there are adequate civil remcdies 
to cnforce it, so we start off with thc understanding that 
there is a criminal nature here which goes far beyond the 
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question of simply paymcnt or non-payment of taxes, whether 
the sourcè bc legal or illegal. 

The next point I wish to make, because I think it is 
important in understanding the case, is that 1 have aiready 
been referred to cases which I will submit to the Court in a 
memorandum of law I am in'the process of preparing, is that 
this case is a case of failure to file a tax return. It is 
somewhat involved in that a net worth and expenditures approhch 
is being used and all of the cases that wculd be referred to 
using that approach are cases where tax evasion is charged. 

I think that is quite significant because some of the language 
therefore becomes inapplicable to a case of failure to file, 
and a good example of that would be where evasion is charged, 
and you have a net worth case, there is a tax return in 
existence, and the taxpayer has declared all his deductions on 
that tax return so it does not becoine a problem to the Govern- 
ment to prove that the deductions, what the net income or 
taxable income would be, since the taxpayer on the return has 
declared his deductions f the Covernment will usually not 
contcst those. Therefore, all additional income is considered 
to be taxablc income. The language which the Court uses has 
in mind the existence of a tax return by the taxpayer. I know 
the Covernment has mentioned in thcir opening, and it will als< 

be stipulated to, that no tax return was filed by the defendanl 

•%. 
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at any tire, not only for thc years in question, so I think it 
must be kept -- 

THE COURT: N ever fil e d a tax return? 

MR. GALLOP: Never filed a tax return. 

So I think in analyzing the cases and the facts, thij 
nrust be kept in mind that there is no point in time when a 
defendant filed a tax return or, as a matter of fact, as will 
be stipulated to, rcceived a W-2 form or a 1099 form. 

Another point 1 would like to point out is of course 
made obvious -- 

» 

THE COURT : Excuse me, Mr. Gallop, but a corollary 
of your last point is that the lnnguage in Holland and other 
cases about the taxpayer having given the Government leads 
doesn’t apply here because that's in the context of an audit 
by Internal Revenue agents of the taxpayer, and during the audi 
if the taxpayer gives them what has come to be called "leads," 
thcn thc Government is in some instnnce under some duty. 

MR. GALLOP: That would be an excellent example, 

Your Honor. 

THE COURT : But here no Covernment agent called upon 
the defendant so we have no question about the leads. 

MR. CALLOP: Exactly. That would be another problem 
with the language in the Holland cnse thnt would not really be 
truly applicnblc. But ~>f course there is no question the 
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Cgr 

Covernment is atteaiptipg in large part, if not entirely, to 
prove its case by circumstantial evidence, so the overriding 

rules wl.ich the court clearly indicates is that the courts 

« 

must be very circumspect in their reviewing the evidence and 
the weight that it would give to that evidence. 

The last point I'd like to point out, and I will 
mention it in a memorandum I am preparing, it is clear that 
the Government claims, and again I believe we have a stipu- 
l.ation to that effect, that there is no so-called legitimate 
income ever earned by the defendant. In other words, I believ< 
they will say all the income to be proven is income frora 
illegitimate sources. 

I would respectfully refer the Court's attention 
to the dissent in the Rutkin case which is one of the cases -- 
THE COURT: That's the Canadian liquor man? 

MR. CALLOP: Right. There are three cases that the 

« 

Supreme Court decided which dealt with illegal activities 
that I always refer to: the Wilcox case, Rutkin case, and the 
James case. I think it is significant because the Government 
in its requests to charge evidently felt that the possibility 
of a defense that illegal income was non-taxable might arise 
during the course of this trial. I think that is an important 
thing to note not in the senje that I would claim that illegal 
income is not taxable. On the contrary, I indicated to the 
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Court that Is not a defense, but the fact that it is a valid 
question that there were three United States Supreme Court 
decisions addressed to that particular issue and why I asked 
the Court to pay special attention to the dissent in Rutkin 
is not that I believe that the dissent should be controlling 
and an illegal income should not be taxable, but the Court 
I believe sets forth a very persuasive essay that the federal 
court system and the Internal Revenue criminal code should not 
be used as a method of enforcing local and state criminal iaws. 
And I tliink in a sense this would be very appropriate in thi s 
case. We have had some views already about the defendant's 
way of life. I don't think it is the purpose of the Internal 
Revenue Code to be used as a weapon to enforce clearly local 
criminal matters, and I am sure there are ample state and 
local agencies that can do that, and it is not necessay -- 
THE COURT: Am I not right that Rutkin was the 
Canadian man who had a liquor business, an illicit liquor 
business? 


MR. GALLOP: I believe, Your Honor -- 
THE COURT: I think Theodore Keindl tricd the case. 

MR. GALLOP: What I have in my notes is that the fir^t 
case, the Wilcox case, involved an embezzlement and the court 
held that embezzlement was not -- embezzled funds wcre not 
taxablo. . The Rutkin ca>c came along where money was received 
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by cxtortion; I think it was a labor leader, Rutkin. 

THE COURT: Is it "T" or "D"? 

MR. CALLOP: R-u-t-k-i-n, 343135, and the court held 
therc money received by extortion was taxable. 

THE COURT: I've got it mixed up with another case. 
MR. GALLOP: The only point I think the court makes 
a persunsive argumcnt in the dissent that the Internal 
Revenue Code should not be used as a tr.eans to enforce strictly 

I 

local and state criminal matters, and I think it is important 
in the context of this case. 

I have no further statements. 

THE COURT: All right. 

MR. PADCETT: Your Honor, might I inquire about one 
po'nt? I don't knov; if Mr. Gallop mentioned it, but it was 
overruled by the Supreme Court. 

MR. GALLOP: Yes. It was overruled. 

THE COURT: All right, Mr. Padgett. 

MR. PADCETT: If 1 could ask the Court's indulgence, 
Your Honor, to call a witness out of order. I find my witness 
is due to be married at two o'clock this afternoon. 

RR. GALLOP: Before the Covernment begins, are there 
any witnesses in the courtroom? 

MR. PADGETT: Yes. 

MR. GALLOP: l ask witncsscs be excluded, Your Honor, 
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THE COURT: Mr. Clerk, if there are any persons in 
the courtroom who will be witnesses we will have to ask you to 
go to the witness room and the clerk will show you where. 

THE CLERX: Are there any witnesses? 

If you will follow me. 

• MR. PADGETT: Your Honor, I should' indicate to the 
Court that Special Agent Clarke who is seated to my right and 
is the case agent will be called for one brief item. If 
counsel wishes him excluded -- 

MR. CALLOP: I have no objection to his staying. 

THE COURT: All right. 

Is the first witness present? 

MR. PADGETT: Yes. 

The Government calls Ferdinand Pedreira. 
FERDINAND PEDRElRA, called as a witness 

by the Government, was duly sworn and testified as follows 

THE COURT: Mr. Pedreira, we will ask you to keep 
your voice up so that the gentleman who is seated at the 
farthest end of the table can hear you. 

All right, you may be seated. 

DIRECT EXAMINATION 
BY MR. PADGETT: 

Q Mr. Pedreira, would you tell us your name and address 

A Ferdinand Ped**cira, 400 Enst 77th Street, New York 
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Q Threc different names on three different pictures? 
A Yes. 

Q When werc you shown these pictures? 

A Quite a few times. 

Q By whom? 

A By the police, by the federal agents. 

Q Are you taiking about the agents who were investi- 

gating this case? 

A h’ot just this case, other cases . 

Q I see. And when did they show yru those pictures? 

A I can't remember that. It is too many times. 

MR. CALLOP: I have no further questions. 

THF. COURT: Any further questions? 

MR. PADGETT: No, Your Honor. 

THE COURT: All right. . Thank you, Mr. Pedreira. 
(Witness excused.) 

MR. PADCETT: The Covernment calls Special Agent 



Daniel Hurley. 

DANIEL HURLEY, 


called as a witness by the 



Government was duly sworn and testified as follows: 
DIRECT EXAMINATION 
BY MR. PADCETT: 

o Mr. Hurley, will you tcll us your occupation? 

A I am Assistant Special Agent of the Secret Scrvice 
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Office in Chicago. 

Q For how long have you been assigned to Chicago? 

A About a year. 

Q What was your assignment before that? 

A I have had several. I was the agent in charge of 
Buffalo, New York. 

Q In October of 1967, were you assigned to the New 
York office? 

A Yes. 

Q Do you recognize the gentleman to my right? 

A Yes, sir. 

Q And when did you first see him? 

A October 29, 1967. 

MR. PADGETT: May the record reflect that the witnes 
has indicated the defendant. 

Q Did you speak to the defendant in the course of your 
official duties? 

A Yes, sir. 

Q And did you ask the defendant his name? 

A Yes, sir. 

Q What name did he give? 

A Walter Mitchell. 

Q Did you thcreafter ask him for some identification? 

A Yes, sir. 
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Q And did hc produce identification? 

A Yes, sir. 

Q What identification did he produce? 

A I think there was a Michigan driver's license. 

Q And what name was on that license? 

A It v/as a Bennie Hines, Jr. 

Q Did you have occasicnto make a photocopy of that 
1icense? 

A Yes, sir, I did. 

(Government Exhibit 1 marked for identification.’ 1 
Q I show you Covecnment Exhibit 1 for identification. 
Do you recognize it? 

A Ycs, sir. 

Q I s that a copy of the license shown to you by the 

dcfendant in October 1967? 

A Yes. 

Q Do you know where the original is? 

A I believe that is the original right tiere. The 

license I returned to the individual. 

.Q That is the original photocopy? 

A Yes. 

MR. PADCETT: Your llonor, I would offer this as 
Governmcnt Exhibit 1 ín evidence. 

MR. GALLOP: íJo objection. 
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(Government Exhibit 1 received in cvidence.) 

Q Now, thereafter, Agent Hurley — 

THE COURT: Wait just a minute. 

MR. PADGETT: I'm sorry. 

THE COURT: At what place geographically were you 
when you got this driver's license from the defendant? 

THE WITNESS: It ws the Kimberly Hotel on West 74th 
Street, New York City. 

THE COURT: It was in New York? 

THE WITNESS: Yes, sir. 

THE COURT: All right. 

BY MR. PADCETT: 

Q Did you thereafter have a conversation with Mr. Hinej 
concerning the receipt of certain monies by him? 

A Yes, sir. 

Q And did he tell you the source of those monies? 

A Yes, sir. 

Q Would you tell us as closely as possible what his 
words were? 

A He said he had received the money from a Miriam 
Clements; C-l-e-m-e-n-t-s, I believe. 



Q And did he say where Miss Clements had received the 


money 



A He said that she was turning tricks for him at 
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Lhat time. 




Q Nov — 

THE COURT: Am I to assume that "turning tricks" 
means that she was acting as a prostitute? 

TIE WITHESS: I would interpret it that way, sir. 

THE CCURT: You mean you didn't go into that with 

him, those were his words? 

THE WITNESS: We discussed it later on. 
q Thereaftcr, were you present at a discussion between 
Mr. Hines and Assistant U.S. Attorney Sterling Johnson? 

A Yes, sir. 

q Was Mr. Hines asked his occupation by Mr. Johnson? 

A Yes, sir. 

q And did he say what hls occupation was? 

A 1 think he said gambler and pimp. 

q Did he also state that he was a hustler? 

A Yes, sir. 

MR. CALLOP: When did this conversation take place? 
THE COURT: Yes, Mr. Padgett, do you want to bring 


that out? 



MR. PADCETT: Yes. 

THE COU.TT: When Sterling Johnson asked him the 


question. 


q How long after the conversation which you described 
íaking placc on thc 25.h o£ Octobcr '67 dld this conversction 

SOUTMEHN DISTNiCT COUNT REPORTÍfU. U.S. COURTHOUSE 
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with Mr. Johnson take place? 

A This took place on the morning of the 26th here in 
the Southern District. 

Q Nov/, sir, you mentioned that the initial conver- 
sation, the 25th, took place in the Kimberly Hotel; is that 


correct' 


Yes, sir. 


Q Prior or subsequent to that conversation did you hav< 
occasion to examine the records of the Kimberly Hotel? 

A Yes, sir. 

Q And clid you remove Mr. Hines' registration card from 
the records of the Kimberly Hotel? 

A Yes, sir. 

(Govemment Exhibit 2 marked for ident if icat ion. ) 

Q Now, sir, I show you this card. Do you recognize it 

A Yes, sir. 

Q What do you recognize it to be? 

A It is the registration card which we took from the 
Hotel Kimberly. 

Q Would you tell us in what name it is? 

A Mr. and Mrs. Walter Mitchell. 


evidence. 


MR. PADCETT: I offer this as Government's 2 in 


MR. GALLOP: Your Honor, I would have no objection ii 
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we can just elicit some testimony from the witness as to how 
he knew this was the registration card of Mr. Hines. I don't 
believe therehas been any testimony. 


BY MR. PADGETT: 

Q Mr. Hines identifed himself by what name? 

A Initially, VJalter Mitchell. 

Q And this is the registration card for Room 25-18. 

In what room did you speak with Mr. Hines? 

A Initially 1 spoke to him in the lobby. 
q Did you ever speak to him in a hotel room? 

A Not that I can recall. 

q All right. Did you check the registry to determine 
if there were any other registrations for Mitchell? 

A Yes, sir. 

q And were there any other registrations for Mitchell 

at that time? 

A No, sir. 

MR. GALLOP: No objection. 

TllE COURT: All right, mark it. 

(Government Exhibit 2 received in evidence.) 

THE COURT: All right. 

MR. PADCETT: I have no further questions of this 

witness. 

THE COURT: M*. Gallop. 
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tliis in ordct to indicatc to the Court a motivation for the 
young lady, Miss Clemcnts, denying that she had given the 
monies to Mr. Hines in view of their relationship, and that is 
the solc purpose for my asking the qucstion. 

THE COURT:: Mr. Callop, do you have any objection? 

MR. CALLOP: I don't really undcrstand what Mr. 
Padgett is trying to say. 

THE COIIRT: I think what he says is he is going to 
ask the agcnt, "How did you ccme to be there, what happened, 
vhat caused you do ask the defendant his name," et cetera. 

MR. G.ALLOP: I think that has already been brought 
out by evidcntly the admission that he says that the defendant 
was involved in all these unseemly activities. I don’t see 
what any purpose would be to get into it again, the only 
point being — 

THE COURT: Uell, it bears on his conversation 
between the agcnt and Mildren Clements. According to the 
agent, the dcfendant said that she gave him money. We haven't 
gotten when or how much, but she said, a -- the defendant said 
she gave him moncy. The agents asked Mildred Clements, did yoi, 
give the defendant money, and she said no vehemently. 

MR. CALLOP: I would suggest this: Let Mr. Padgett 
pose the question and we can have just a few seconds hesitation 
before the witness answers, if I want to object 1 will make my 


/ 

I 


o 
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objection. 


THE COURT: All right. Go ahead, Mr. Padgett. 
REDIRECT EXAMINATION 
BY MR. PADGETT: 

q Obviously, Mr. Hurley, there is a discrepancy between 
what the young lady stated and what Mr. Hines stated as to the 
source of the monies. Can you ascribe any motivation to Miss 
Clements for stating that she never gave to Mr. Hines the mone^ 
MR. GALLOP: Objection. 

THE COURT: Sustained. 

You can't ask it that way, Mr. Padgett. You can get 

it another way. 

MR. PADGETT: I understand. 

Q As the result cf Mr. Hines' having been in possessior 
of that money, were any charges placed against him? 

A Yes, sir. ^ 

Q And what were those charges? 

A Possession of counterfeit currency. 

MR. PADCETT: Thank you, sir. 

THE COURT: Any questions, Mr. Gallop? 

MR, CALLOP: No. I would just ask that th e last 
question and answer be stricken as irrelevant. 

THE COURT: No, 1 think I wiil permit it. The 
dcfendant says that he got the money from somebody else, and 





A Hurf’c^r* 


43 


'-ò 1 ' 

i£ the soracbody clse - if the raoney involved is counterfeit. 
arguably. an inference could be drawn that somebody else kne« 
it was counterfeit money »d when she was asked whether she ha< 
given the defendant any money, she would say no. I will 

permit it. 

I will let it stand. 

All right, anything else? 

MR. GALLOP: No further questions. 

THE COURT: All.right, thank you. 

(Witness excused.) 

MR. GALLOP: Your Honor. before the next wltness coraJs 
in there are numerous wltnesses - if Lhcre is any 3500 
material which is golng to be at .11 lengthy. I would apprecia e 
thc Covernraent givtng it to me either before our lunch break 
or over the evcning .. 1 don't have to take the Courfs tlme 

and read it before any cross-examination. 

THE COURT: Well, I always think that is reasonable. 

_ it’ I recommend it. But I have to 

I have no power to require ìc. 

leave that to the prosecutor. 

MR. PADCETT: Your Honor, I have n» objection to 

that. I think it would expedite matters. The Government is 

1 certainly in accord with it. I don't understand what Mr. 

^ Callop means by lcngthy. ^ 

5 I THE cOURT: If it is longer than one page, we may 
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have to have a recess or something just to let him study it. 

MR. PADGETT: I have no objcction to that with the 
possible exception of two of the Government’s witnesses whose 
identifies I would prefer not to be revealcd through the 3500 
material until the commencement of their testimony. 

THE COURT: All right. 

Now, on the witnesses so far, was there any 3500 

material? 

MR. GALLOP: I received it, Your Honor. 

THE COURT: You did. 

MR. GALLOP: Yes. 

THE COURT: All right, Mr. Padgett. 

MR. PADGETT: The Government calls Robert Whitney. 
ROBERT. WHITNEY, called as a witness by 

the Government, was duly sworn and testified as follows: 
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DIRECT EXAMINATION 
BY MR. PADCETT: 

Q Sir, would you state your name for the record, plea 

A Robert E. Whitney. 

Q By whom are you employed, sir? 

A Brookhaven Service Centcr, Internal Revenue Service 
Q In what capacity, sir? 

A Supervisor of special search and sort and sequence. 
q Could you tel■ uó what those duties cntail? 


s 
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THF. COURT: All right, thank you, Mr. Matos. You 


may be excused. 


H A R R Y 


(Witness excused.) 

MR. PADGETT: The Government calls Harry Kreitzer. 
i R Y KREITZER, called as a witness by 

the Covernment , was duly sworn and testified as follows: 


8 direct examination 
BY MR. PADGETT: 

10 q Mr. Kreitzer, what is your occupation? 

11 A Minaging agent, real estate managing agent. 

12 q Arc you tamiliar with an apartment building known as 

13 the Westerly? 

14 A Yes , sir. 

15 Q Did you ever perform any services or have any busined: 

16 dealings with that apartment building? 

17 A Yes , sir. 

18 Q When was that, sir? 

19 A As of last May, I was there for six years. 

20 q An d in what capacity were you associated, sir? j 

21 A Managing agent. 

22 q can you tell us what some of your duties were? 

23 A Wcll> i uS ed to manage the building and rent apart- 

^ I mcnts in thc building. 

25 TKK cOURT: W’.ere was the building? 
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THE WITNESS: 300 West 55th Street. 

THE COURT: 300 West 55th Street? 

THF. WlT. c.SS: Yes. The entrance was on Eighth Avenue 
q Now, Mr. Kreitzer, are you famiJ.iar with this gentle- 

man to tny right? 

A Yes, sir. 

Q It v;ould be the second gentleman? 

A Yes, sir. 

Q And can you tell us what his name is? 

A Bennie Hines. 

Q llov/ are you familiar with him, sir? 

A I rented him an apartment? 

Q Where was that apartment, sir? 

A 18-C. 

Q In the Westerly? 

A In the Westerly. 

MR. PADGETT: May the record reflcct that the witnes: 
has identified the defendant? 

THE COURT: Yes. 

Do I understand that you have not been the managing 
agent at the building since a year ago? 

THE WITNESS: Yes, sir. I went into the hospital. 


sir. 


(Covernment fc' chibit 14 inarkod for idontif ication.) 


t 
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Q Sir, I show you Governmcnt Exhibit 14. Do you 


recognizc it? 


A Yes, sir. 

Q What do you rccognize it to be? 

A A 'ase for Apartment 18-C. 


And did you enter into that lease on behalf of the 


Westerly? 


Yes, sir. 




q And with whom did you enter into that lease? 

A With Bcnnie Hines. 

q i show you, sir, Govemment's 15 for identification. 
Do you rccognize that? 

A Yes, sir. That's the application that 1 made out. 

Q And when you say an application, can you tell us 
what function that application serves? 

A Yes, sir. I take information from the prospectlve 

tennnt and put this down here. 

q Do you specif ically remember making out that appll- 

cation? 

. 

A Yes, sir. My namc is on it. 

q And from whom did you receive the information thereor 

A From Bennie Hines. 

MR. PADGF.TT: Your Honor, at this time I would offer 
Government's 14 and 15 nreviously received for identification 
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l'HE COURT: Have you received them, Mr. Gallop? 

MR. GALLOP: No objection. 

THE COURT: Mark them. 

(Government Exhibits 14 and 15 received in evidence.) 
q Sir, I address your attention — ask you to address 
your attention to Government Exhibit 15 which indicates 
"Business Address." Would you tell us what that business 

address is, please, sir? 

A 3002 — I can't read my own writing. 

THF. COURT: Cadillac Avenue, isn't it? 

THE WITNESS: Cadillac Avenue, yes, that's what it 

looks like, Detroit. 

q Sir, I direct your attention to Government Exhibit 1, 

which is a photocopy of a driver's license. 

THE COURT: No, no, we don't need him on thls. 

4 

You can rnake that argument to me that -- they are ìn evidence, 
q Sir, I direct your attention to this line which 

indicates annual income. 

THE COURT: I saw it. It is $25,000. Reading it 
doesn't add a thing to it. It is already in evidence. 
CROSS-EXAMINATION 
BY MR. CALLOP: 

q M r . Kreitzer, referring to the application, did you 
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2 

fill th b application out or did Mr. llines fill it out? 


3 

A I filled it out. 


4 

Q When did you fill it out? 


5 

A When he came in for the apartment. 


6 

Q And thc information contained thereon, how did you 


7 

get that information? 


8 

A From him. 


9 

q f S ee. And so everything that's marked down here is 


10 

information which Mr. Hines gave you? 


11 

1 

A That he gave me, yes, sir. 


12 

Q And did you check any of this information out? 


13 

A Mo, sir. 


14 

q I see. What is the purposc of determining the 


15 

business or employer? 


16 

A Weil, that was the practice of the company to do it 


17 

that way, and I followed the instructions• 


18 

MR. GALLOP: No further questions. 


19 

THE COURT: Tell me, what was the first month he 


20 

occupied 18-C? 


21 

THF. WITNESS: I would have to look at it, Your Honor 


22 

MR. PADGETT: Excuse n.e, Your Honor. I think that 


23 

evidence will be introduced by another witness. 


24 

THE COURT: All right. Anything else, Mr. Padgett? 


25 

MR. PADCETT: Nothing, sir. 



fi 
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TllE COURT: All right, thnnk you, Hr. Kreitzer. 


You may be excused, 


(Witness excused.) 

MR. PADGETT: The Government would call Hnrry Gregor^ 


to the stand. 

HAROLD gregory. 


called as a witness by 


the Government, was duly sworn and testified as follows: 
DIRECT EXAMINATION 
BY MR. PADCETT: 

q Mr. Gregory, what is your address? 

A 72 Fifth Avenue, New York City. 
q What io your occtpntion, sir? 

A Manager of Engelman & Co., real estnte firm at that 
address. 

Q For how long have you becn so employed? 

A The past elcven years. 

q As the manager of Engelman & Co., arc you familiar 
with the record-keeping procedures of and the records maintain< 

by Engèlman 6» Co.? 

A By Engelman & Co., yes. 

q Now, Engelman & Co. manages nroperties, I take it? 

A Yes. 

q And one of the properties managed by Engelman is 
333 East 34th Street, New York City? 


25 
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VICTOR QUADRI, cniled as a witness by the 

Government, was duly sworn and testified as followst 
DIRECT EXAMINATION 
BY MR. PADCETT: 

Q Sir, by whom are you employed? 

A Chemical Bank. 

Q In what capacity, sir? 

A Representative of the bank. 

t 

Q When you say a representative, is it part of your 
duties to appear in court when certain records of Chemical 
Bank have been subpoenaed? 

A That is true. 

Q Are you farailiar with the records of Chemical Bank? 
A Yes. 

Q Do you have certain original documents of Chemical 
Bank with you today? 

A I do. 

0 And from whom or from what location did you receive 

these documents? 

A From one of our branches. 

Q Uhich branch is that, slr? 



25 


A 


85th. 

THE COURT: Where is it? 

THE WITNESS: I'm sorry, sir. Offhand I don't know. 
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THE COIJRT: Does it say on it? 

THE WITNESS: It is in New York City. Your Honor, 
the address of the branch is not on this, Your Honor. 

q sir, do you know if Chcmical Bank was subpoenaed to 

produce certain original records here? 

A They were. 

q Do you know if Chetnical Bank received a subpoena 
directing them to produce certain original records? 

A They did. 

q Are you here tn response to that subpoena? 

A I am. 

q Can • ou tell us what original records you have 
produced? 

A I have the openlrtg card of a savings account and alsc 
the ledger card of this same savir.gs account. 

MR. PADGETT: May I see them, please. 

MR. CALLOP: Your Honor, the Covernment advises me 
these documents are under the name of one Charles Daniel with 
a signature on it that obviously differs from the handwrìting 
of my clicnt. 

MR. PADGETT: I wouldn't consent to that. 

MR. GALLOP: The note I make is that the Government 
advises me they are going to try to connect this to my cllent. 
I wlll not object to thoir admission as business records, but 







Cí > s Quadr i-direct 

only subjcct to conncction if it can be connected. 


THE COURT: Yes, subject to a motion to strike if nof 



connected. 

MR. PADGETT: At this time then, Your Honor, I would 
offer this.original signature card and an original ledger card 
ns Covcrnmcnt Exhibits in evidence subject to connectíon. 

(Government Exhibits 18 and 19 marked for identi- 

fication.) 

MR. PADCETT: Your Honor, 1 have been advised by 
the witness that Checnial Bank requests that we receive in 
1 icu of the originals piiotocopies thereof. 1 would ask counsel 

if he has any objection. 

MR. CALLOP: No objection. 

THE WITNESS No objection? 

THE COURT: Have we got already a photocopy? 

THE WITNESS: I have one. 

THE COIJRT: All right. Why don't we mark a photo- 
copy and not mark the original. 



llonor ? 


THE Cl.ERK: These are received in evidence, Your 
TllE COURT: Yes, subject to connection as just state 



on the record. 


(Covernment Exhibits 18 and 19 received in evidence. 
TllE COURT: Fxhibit 18 is what? 


25 
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MR. PADGETT: l’he signature card, Your Honor. 

V 

And 19 is the ledger card. 

THE COURT: Well, the witness characterized one 
document as a savings account opening card. Now, is this 
document, Exhibit 18, what you call the savings account opening 
card? 

TllE WITNESS: Yes,Your Honor. 

THE COURT: A11 right. 

He called it a savings account opening card. That ii 
Exhibit 18. 

And you called Exhibit 19 a ledger card? 

THE WITNESS: Yes, Your Honor. . 

THE COURT: All right. 

Are counsel able to determine what is the time 

covered by these documents? 

MR. CALLOP: I believí: it is 1967, Your llonor. The 
applicat ion is dated September 18, 3-967 and the entries are 

all dated for the year '67. 

THE COURT: The first entry seems to be September 
18, '67. But there are handwritten notations in '71, '73 and 
'74. I don’t know what they mean. 

MR. GALLOP: Your Honor, I will look at the photostat 
THE COURT: Do the dates mean anything, Mr. -- 


MR. PADCETT: 1 will inquire of the witness, Your 
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Honor. 


BY MR. PADCETT 


Q Now, sir, on Exhibit 19 there are certain deposits 
and withdrawals posted, arc there not? 

A Right. 

q And there are certain interests posted and a total 
8 balance posted; is that correct? 

A True. 

10 q Do you know, sir, if the atnounts shown as withdrawls 

11 are deducted from the amount shown as a balance and a new 

12 balance is struck? 

13 a Ycs. l'll read it off to you if you wish. 

14 Q n September 18 there was a deposit 

15 XUE COURT: No, I don't think we need to have it 

16 read. lt is in evidence. 

1? q The final entry is 1974; is that correct? 

1® A March '74. 

19 q And does that show a zero balance? 

20 A Zero balance. 

21 Q And would that indicate that the balances were 

22 reduced by the amounts of withdrawals? 

23 A True, yes. 

24 q And is there a notation the account was closed 


25 


3/26/7A? 
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A That is correct. 

Q Is it a fair stateraent, then, sir, this shows all 
the transactions for this account from the period of opening 
to the period of closing? 

A Yes, it does. 

Q Would that be the period September '67 through 


March '74? 


That's right. 

MR. PADCETT: Thank you very much. 

THE COURT: Any questions, Mr. Gallop? 

MR. GALLOP: No, Your Honor. 

THE COURT: All right, thank you, Mr. Quadri. You 


may be excused. 


And you have the photostats? 

IÌR. PADCETT: Yes, sir, I do. 

(Witness excused.) 

MR. PADGETT: Your Honor, may we call Special Agent 






A1 Klass to the stand. 

ALFRED S. KLASS, called as a witness by 

the Govemment, was duly sworn and testified as follows: 
DIRECT EXAMINATION 
BY MR. PADCETT: 

Q Agent Klass, v;ould you tell us your occupation, 
please? 


9 


wrmm 
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l am presentl'/ an lnternal andttor for the State o£ 


Florida. 


q For how long have you been so employed? 

A Since September of L973. 

q Prior to that time, sir, vhat vas your oceupation? 

A I was a special agent with the Intelligence divislon 

of the Internal Revenue Service. 

(Covernment Exhiblts 20 and 21 marked for identi- 

fication.) 

q A gcnt Klass, I show you Government Exhibits 20 and 
21 for identif ication and ask you if you recognize them? 

A Yes, I do. 

q What do you recognize them to be, sir? 

A Exhibits 20 and 21 are copies of letters, they are 
called "When and Where" letters that vere sent to Mr. Bennie 
Hines, 300 West 55th Street, New York, New York, on aay 1, 

1973. 

q At v/hose direction were these letters sent out? 

A Thcse letters were sent out at my direction, because 

1 was in charge of the case at that time. 

Q And was there any return made on these letters? 

A No, 1 never received returns on these letters. 

Q Sir, you — 

TiiH COURT: What do you mcan by returns? You said 





egs 


90 


A 583 

Klass-direct 

you ncver received M returns." 

THE WITOESS: That is correct, Your Honor. I sent 
the originals of these copies to Mr. Hines for him to fill out 
the back of these -- the backs of these two forms which would 
tell us when and where he filed his 1970 and 1971 year tax 
returns. • 

THE COURT: You mean that you never got the originalí 
of these documents back? 

THE WITNESS: That is correct, Your Honor. 

THE COURT: And these papers that you have in front 
of you are copies? 

THE WITNESS: That is correct, Your Honor. 

THE COURT: Sent through the inailes? 

THE WITNESS: That is correct. 

THE COURT: To the addressee? 

. THE WITNESS.: That's right. 

THE COURT: And the post office never returned them? 

THE WITNESS: That is correct. 

TllE COURT: And the addressee never returned them, 
you never got them back? 

THE WITNESS: That's right. 

THE COURT: All right, now I understand. 

Q l)id Mr. Hines make any reply to you? 

A No, he never teplied to me in conncction with these 
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what are you referring to, what was the investigation you 
were in? 

A Well, the investigation was in connection with Mr. 
Hines' incomc tax liability for the years 1970 and 1971. 

Q Well, according to these letters, they indicate that 
there is no record of the filing of the tax return? 

A That is correct. 

Q For the years 1970 and 1971? 

A That is correct. 

Q Was that the entire scope of your investigation? 

A No, that was only one phase of it. In other words, 

we were out to establish whether or not the taxpayer had filed 
tax returns for those two years. 

Q I understand that. Was there anythi ng else, any 
further scope of your investigation, besides the years 1970 anc 
1971? 

A You mean in addition to those two years? 

Q Right. 

A You would want to know whether we had more than thosc 
two years under investigation? 

Q That is correct. 

A At this time I don't recall whether we had any more 
years than'70 or '71 under investigatioc. 

Q Well, did you ever send him a letter indicating -- 
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V/ithdr.'iwn. 

Did you ever scnd him a letter similar to these two 
letters but indicating that the year in qucstion was the year 
'67, '68 or '69? \ 

A It is possible, but I don't recali. 

Q Well, did you search your records and produce these 
two letters? 

ÌIR. PADGETT: The Government wili stipulate that no 
other letters were sent by Agent Klass or at his direction. 

THE COURT: Does that raeet your point? 

rlR. Cl\LLOP: Yes. I assume also the Government woul< 
stipulatc no such lettcrs were sent for the year '7?; is that. 
correct? 

MR. PADGETT: Yes. These are the only letters sent 
by Agent Klass or by an agent acting at his direction, letters 
of this type. 

BY m. GALLOP: 

Q Nov/, aside from the letters which were sent out, was 
thcre any othcr inquiry made by you into the years '67, '68 or 
'69? 

MR. PADGETT: Your Honor, I am sure it Is understood 
we are talking about a period prior to the agent's departure — 


A 


MR. GALLOP: Yes. 

No, I don't rccall any other years than 1970 or 1971 





egs 


94 


A 623 

Klass-cross 

Q Nov/, when did you not retire from the service but 
retire or reslgn from the management of this particula: case; 
did that coincide with your retirement? 

Á Yes, I would say so. 

Q So you had this case up until approximately June of 

1973? 

A Well, my last working day was sometime at the end of 

June. 

Q '73? 

A Oh, yes. 

Q And when was this matter assigned to you? 

A I can only guess right nw. I have no records in 
front of tne but I would say this case was assigned to me a 
number of months prior to the end of June '71. 

MR. GALLOP: Does the Government have any records 
ín its possession that might help Mr. Klass? 

MR. PADGETT: The Government has no records in its 
possession. 

Q When you say a number of months, so I can understand 
what you inean, do you mean six months, or -- 

A It could be in the area between four to six months. 

Q ln that four to six month period can you tell me 

what else you did aside from sending out these two letters 

inquiring about the year 1970 and 1971? 
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A We werc in the process of reconstructing Mr. Hlnes' 
income tax liability, and there were a number of leads that 
we had to foll.cw through in order to reconstruct his income 
for those two years. 

Q All right, my question was, when you said you were ii 
the process of reconstructing his income and income tax 
liability, for what years are you referring? 

A Well, certainly for the years 1970 and 1971. 

Q For any other years? 

A The other years I don't recall. 

Q Now, in attempting to reconstruct Mr. Hines' income 
for the year 1970, can you tell us what you did? 

A Well, we had a number of leads that we had to 
develop along the lines of the cost of living expenses. Those 
we had third parties contacted, we secured the necessary 
doc.umentation to establish the fact that certain expenses were 
incurred and spent, which all went into his cost of living 
for those two years. 

Q As I understand your testimony, are you stating that 
during the years -- during the couise of your investigation 
for the years 1970 and 1971, what you were attempting to do 
was to establish Mr. Hines' cost of living? 

A That is correct, sir. 

Q And you were doing that by tracking down leads as to 
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various expenses? 

A That is correct. 

Q Would that be similar to rent? 

A Rigbt. 

Q Automobile expenses? 

A Right. 

q And was it the purpose of your investigation to 
attempt to establish his income based upon his cost of living 

expenses? 

/ 

A That is correct, sir. 

q And can you tell us, as best you recall, specifically 
for the yesr 1970, the nature of the leads that you developed 
and checked out in order to establlsh this? 

A At this moment, I cannot be too specific, because th i- 

last time I saw the files, the office files, was just prior to 

ray retirement. So therefore I cannot give you any specifics. 

Q Well, as best you can recall. you were in charge of 

this investigation? 

A That is correct. 

Q And this took place during the year 1973? 

A That is correct. 
q So as best you can recall. 

A Well, would you want names and amounts? 

q Well, not specific amounts but certainly names and tJ 
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B 

nature of the leads. 



A Well, the nature of the leads would be along the llne 

i 

B 

of cost of living expenses. But I cannot tell -- 


B 

Q I gave you an example. I don't know if that is the 


B 

fact that you did, rent, for example, did you check his rentals 

? 

B 

A We checked rentals, we checked auto purchases -- you 


8 

see, you must remember that it wasn't Mr. Hines who was under 


9 

investigation, I think there were eight other similar tax- 


10 

payers, and what went for one -- what type of investigation . 


11 

went for one, it may have been a little differer.t in the case 


12 

of Mr. Hines. 


13 

Nov/, when you ask me to enumerate the types of 


14 

expenses in the case of Mr. Hines, I can't do it unless Ihad 


15 

the files in front of me. 


16 

q Mr. Klass, I understand that. Perhaps to better 


17 

undarstand what I am driving at, you say you tracked down 


18 

leads to establish cost of living expenses of Mr. Hines. Can 


19 

you tell me what else you did during the course of your 


20 

investigation? 


21 

A You mean besides running down leads? 


22 

q To establish cost of living expenses, that is correc 

4» 

- • 

23 

A I can't think of anything else at the moment. 


24 

q so is it your testimony that the investigation in 


25 

1973 consisted of tracking down leads to establish the cost of 

i 
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living of Mr. Hines and sending out the two letters? 

MR. PADGETT: I will object to that, Your Honor. 

THF. COURT: I will overrule the objectLon. 

A I think you mentioned '73. Insofar as -- you mean 
the year '73, you mean during the year? 

Q No, no, the investigation took place during 1973; 
is that correct? 

A That is correct. Covcring the years '70 and '71. 

Q Right. 

A Right. Up until the time I was there, Mr. Gallop, 
the only thing that I was conscious of ever doing was developi 
cost of Ìiving and possibly net worth leads, which would be 
all in the same — part of the same grouping. 

Q In other words, expenses? 

A Expenses, right. 

Q Expenditures? 

A Right. 

Q Of the defendant? 

A That is correct. 

Q Now, when you say you were aware -- when I talk of 
"you," I mean you or anybody under your control as the agent 
in charge of this investigation, was anything else done with 
regard to Mr. Hines? 

A Insofar as income taxes are concerned? 










egs 


99 


A 673 

Klass-cross 

Q Yes, insofar as the income taxes. 

A No more than what I have just said. 

MK. GALLOP: I see. I have no further questlons. 

THE COURT: Anything else? 

MR. PADGETT: No; thank you, sir. 

THK COURT: All right. 

(Witness excused.) 

MR. PADGETT: The Gcvernment calls Special Agent 
Clarke to the stand, please. 

JOHN CLARKE, called as a witness by the 

Government, was duly sworn and testified as follows: 
DIRECT EXAMINATION 
BY MR. PADCETT: 

(Government Exhibit 22 marked for identification.) 

Q Agent Clarke, you are a special agent with the 
Internal Revenue Service, are you not? 

A Yes, sir. 

Q Sir, I show you Government Exhibit 22 for identifi- 
cation and ask you if you recognize it. 

A Yes, I do. 

Q What do you recognize it to be, sir? 

A This is an appointment letter sent out to a taxpayer 
Q Did you send that out? 

A Yes, I did. 






A 68 a 

egs Clarke-dlrect 100 

Q When wa^ it sent out? 

A September 24, 1973. 

Q To which taxpayer was it sent out? 

A Addressed to Bennie Hines. 

MR. PADGETT: Your Honor, at this time I would 
offer 22 for identification as 22 in evidence. 

MR. GALLOP: No objection. 

THE COURT: Mark it. 

(Government Exhibit 22 received in evidence.) 

MR. PADGETT: No further questions. 

THE COURT: Any cross? 

C ROS S - EXi\M IN ATION 
BY MR. GALLOP 

Q Mr. Clarke, do you have any indication that the 

letter which was just submitted in evidence was received? 

A I don't have any evidence. I have to assume it was 
received since I didn't get it back. 

Q It just was not returned to you; is that correct? 

A Correct. 

Q And the letter was mailed September 24, 1973; is 
that correct? 

A That is correct. 


Q Are you aware of a letter mailed to the defendant 
November 16, 1973 by the Department of the Treasury, District 


25 
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Chief Intel1igcnce Division, Manhattan? 

I know one was sentj I don't know the date of it. 
I show you a photostat. 


MR. GALLOP: Do you have the original? 

Q I show you a photostatic copy. Is that the letter 

you were referring to? 

A It is the one that you talked to me about; yes, sure 
q Yes. And this letter was addressed to the defendant 


! 


at 300 West 55th Street, v;hich is the same address that the 
correspondence that you sent was addressed toj.is that correct 
A Yes. 

MR. GALLOP: I'd like these marked for identificatior . 
MR. PADGETT: The Government will stipulate that the 
items marked for identification are true and correct photocopics 
THE COURT: Do you want to offer them? 

MR. GALLOP: I will offer them in evidence. 

THE COURT: Any objection? 

MR. PADGETT: No objection. 

THE COURT: All right, mark them in evidence. 
(Defendant's Exhibit C received in evidence.) 

Q And this letter, as I noted before, I believe I note< 
before, was mrked "certified mail, return receipt requested"? 

A Yes. 

Q And wcrc you made aware that the letter was returned 
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left no address"? 

Yes, sir. 

Did you attempt to obtain a new address for the 


102 




defendant? 


A At that time, no. 

q When you say at that time, do you mean in Noyember 
o f 1973? 

A Right, sir. 

Q When was the first time that you attempted to find 

a new address for the defendant? 

A Well, we didn't attempt to find new addresses, other 
than we knew he was at various addresses, and when we received 
it back, it just said he wasn't tbere, and we just -- the 
case had been completed as far as we werc concerned. 

q Did you mail any letters to the defendant at any 
other address? 

A No, sir. 

MR. GALLOP: No further questlons. 

THE COURT: All right, anything else? 

MR. PADCETT: Yes, sir. ' 

REDIRECT EXAMINATION 
BY MR. PADGETT: 

q Agent Clarke, in November of 1973, how many addresses 
had your investigaticn located which at one time or another had 


1 




A 71 » 


1 

egs Clarke-redirect 103 


2 

been connected with the defendant? 


3 

A I would say four or five. 


B 

Q And do these four or five addresses overlap in time 


B 

and in place? 


B 

A Ycs, sir. 


B 

MR. PADGETT: No further questions. 


8 

RECROSS EXAMINATION 


9 

BY MR. GALLOP: 


10 

Q To clarify that, in November 1973, how many addresse: 


11 

did you know the defendant to have? 


12 

A Four or five. 


13 

Q Four or five? Excuse me. In November of 1973, how 


14 

many addresses did you know the defendant to have? 


15 

A We had him at 300 West 55th Street. 


16 

Q But the envelope was returned? 


17 

A Oh, yes. 


18 

Q Did you have any other addresses for him? 


19 

A No. 


u 

Q No other addresses? I am somewhat confused. You 


21 

said four or five addresses. 


22 

A Right. We had him at 400 East 77th Street, I'm not 


23 

sure if that was November. 


24 

Q Did you mail anything to that address? 


25 

A No. 
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q WhaC other addresses? 

A 250 West I5th Street. 

Q Did you ever tnail anything to that address? 

A No, sir. 

Q Any other addresses? 

A Offhand 1 can’t think of any. 

MR. GALLOP: No further questions. 

THE COURT: Anything else? 

MR. PADGETT: No, sir. 

THE COURT: All right, thank you, Mr. Clarke. 

(Witness excused.) 

THF. COURT: Is this as good a time as any to stop? 

I-tR. PADGETT: Yes, sir, 1 think so. There are a 
rather large number of stipulations which I believe can be 
entered into and if we can ask for an extended lunch hour 
perhaps counsel and I could go over these stipulaticns, al- 
though they have been reviewed, enter into them formally and 
advise Your Honor of that. 

THE COURT: All right. How long do you want to take 

MR. PADGETT: Well, Your Honor, there are reLatively 
few, and I use the term advisedly,"business" witnesses who 
remain. In fact, there are only two, and one of them may be 
stipulated to. The remaining witnesses for the Government 
would when be law enforcement personnel or individuals whose 
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AFTERNOON SESSION 2:30 p.m. 

MR. PADGETT: Good afternoon, Your Honor. 

THK COURT: Good afternoon. 

Now, before I forget it, let tnc tell you about 

tomorrow. We will have to stop at 12:15. 

Mr. Gallop, you want to start at 10:00 tomorrow? 

MR. GALLOP: That is correct. 

THE COURT: That's certainly all right. So we will 
start at 10:00 and we will go to 12:15. And I will try to be 
back by two o'clock. I may be a few minutes late. You will 
have to forgive me. And tomorrow we will have to stop at 
five o'clock. So that we probably will have to go over until 

Wednesday, but that doesn't make any difference. 

Now, wait, Thursday. It will be Thursday, of course 

I lost track. 

All right, Mr. Padgett. 

MR. PADGETT: Your Honor, at this time counsel and I 

have entered into certiin stipulations which I would like to 

enter ínto the record if I may. 

As Government Exhibit 23, there is a stipulation — 

I don't think it is necessary for me to read them, ìs it, 

Your Honor? 

THF. COURT: No, because I will get the exhibit. 

MR. PADGETT: Covernment Exhibit 23 is a certain 
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stlpulation. 

(Govemment Exhibit 23 received in evidence.) 

MR. GALLOP: May I see that so I can mark my copy w: 
the sanve cxhibit number. 

MR. PADGETT: Subsequent to the stipulation, the 
Government would offer into evidence as Government Exhibit 24 

THE COURT: Now, wait, Mr. Clerk, does the record 
show that Exhibit 23 has been admitted into evidence? 

THE CLERK: Yes. 

MR. PADGETT: The Government woul- offer as Govern- 
ment Exhibit 24 three pieces of paper which are in receipt fron 
the Social Security Administration. I would offer them 
collectively, Your Honor, as 24. 

THE COURT: I tdce it these are not objected to. 

This is a stipulation, too? 

MR. GALLOP: That is correct, Ycur Honor. 

THE COURT: All right. 

(Government Exhibit 24 received in evidence.) 

THE COURT: Now, Mr. Padgett, just fo I can be 
clearer, would you tell me,and Mr. Gallop can say anything he 



wants to say, what is the significance of this? I take it 
that -- let me tell you my offhand theory and you can both 
correct me — I take it that these are names on searches which 
have been used along with Bennie Hines -- 
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MR. PADCETT: No, Your Honor is quite right in 
pointing that out. It is something that slipped by both 
counsel and myself. When we applied to the Social Security 
Administration for certain records, they came back with a 
single certificate which talks in terms of three individuals. 
The Government does not claim that two names utilized there, 
that is to say James Lewis and James Miller, they bear no 
relationship whatever to Mr. Hines, and upon offering all the 
stipulations, Your Honor, I would ask the Court s permission 
to introduce a Xeroxed copy of that certificate with the n r mes 
Lewis and Miller stricken. They bear no relation to the 
defendant at all. 

THE COURT: Nothing to do with this case? 

MR. PADGETT: No, sir. 

MR. GALLOP: That is correct. 

THE COURT: All right. Now, while I'm at it, I 
ought to ask, if Mr. Hines, the defendant, never had any 
legitimate employment, I understood this morning , how woutí 

he get a Social Security Number? 

MR. PADGETT: Well, cmployment is not a prerequisite 
for obtaining a social security number. One obtains a social 
security number almost as a matter of course. I can cite my 
own example. I obtained my sociai security number prior to 
obtaining a position whon I was 18 years of age. But if 
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Your Honor will note in Jne of the papers, in the last exhibit, 
there is a rccord of legitimate income received by Mr. Hines 
in the years 1971, '62, 1 believe, for three years, a minimal 

income, concededly eamed in -- 

THE COURT: Wait a minute. That's Exhibit 23? 

THE CLERK: 24. 

' MR. PADGETT: The second page, Your Honor, shows -- 
THE COURT: Oh, you mean that this shows that under - 
1 take it thnt the real name of the dcfendant is Bennie Hines' 
MR. PADGETT: Yes, sir. 

MR. GALLOP: That is correct. 

THE COURT: And Bennie Hines is shown here at one 
point to havc had employment by somebody in the years 1960, 
1971 through -- well, through 1962, which resulted in some 
earnings? 

MR. PADGETT: Yes, sir. 

THE COURT: And therefore as a result of those 

t • 

earnings, he got a social security number? 

MR. PADGETT: The Government isn't prepared to state 
whether as a result of the earnings or prior to being employed 
.he applied^for a social security number. There is not 
necessaryry a connection between earnings ahd social security 
number.$You may apply for a social security number being 
totally unemployed. 
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thereafter the records show he had no income up to the prcsent 
THE COURT: All right, I understand. 

MR. PADGETT: The Government would offer as Govern- 
ment Exhibit 25 in evidence a certain stipulation that the 
fact that there is no record of New York State Income Tax 
Bureau of the defendant having paid taxes in the State of Ntw 


8 York. 


THE COURT: This would be on the issue of wilfullnes; 

MR. PADGETT: Yes, Your Honor. 

(Government Exhibit 25 received in evidence.) 

MR. PADGETT: The Government would offer as Govern- 
ment Exhibits in evidence 26, 27, 28 and 79, which are certain 
stipulations to the effect that the records of surrogates 
courts in the five metropolitan counties of New York were 
searched and there is no record of inheritances found for 
Bennie Hines. 


THE COURT: This is the point we had yesterday, Mr, 


Gallop? 


MR. GALLOP: That's right. 

THE COUAT: That we talked about. ln other words, 
you said that it it not meaningful because inheritances or 
gifts from some other part of the world, any part of the 

United States -- 

MR. GALLOP: Gorrect. 


I 
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(Governmont Exhibits 26, 27, 28 and 29 received 


in evidence.) 


THE COURT: Will these actual.ly relate just to 



inheritances? 

MR. PADGETT: Yes, sir. 

THE COURT: All right. 

MR. PADGETT: We would offer as Govemment Exhibit 
30 a certain stipulation to the effect that if certain revenue 
agents were called they would testify that they had searched 
the grantee-grantor indexes of the five metropolitan counties 
and found no record of tra^sfers to or from Bennie Hines of 
real property. 

THE COURT: These are the real estate records that 

we talked about yesterday? 

MR. GALLOP: That is correct. 

(Government Exhibit 30 received in evidence.) 

MR. PADCETT: Your Honor, Government Exhibit 31 in 
evidence would be a certain stipulation to the effect that if 
a representative of the New York Bank for Savings were called 
he would tcstify as to various business records maintained by 
the Mew York Bank for Savings and testify to the purpose of 
those rccords. 

THE COURT: All right, wlthout objection it will 


25 


be received. 
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(Government Exhibit 31 received in evidence.) 


3 

THE COURT: Give me just a moment to look at it. 


4 

This leads up to 32. 


5 

MR. PADGETT: Yes, sir. I vx>uld offer Government 

I 

6 

Exhibit 32, which is a certain signature card in the name 


7 

Bennie Hines with certain other pertinent data thereon. 


8 

(Government Exhibit 32 received in evidence.) 


9 

THE COURT: Is the social security number shown on 


10 

this exhibit the same as shown on the records that the search 


11 

division supervisor testified about this morning? 


12 

MR. PADGETT: Yes, sir. It is the same number that 


13 

the supervisor from Brookhaven testified to, as well as the 


14 

same number that was searched by the Social Security Admini- 


15 

stration and is certified to on Covernment Exhibit 24 in 


16 

evidence. 


17 

THE COURT: All right. 


18 

MR. PADGETT: Your Honor, the Government proposes to 

■ 

I 

19 

enter into an oral stipulation at this time, which is in the 


20 

nature of an addendum to the written stipulation in Your 


21 

Honor's hand that if a representative of the New York Bank for 


22 

Savings were called he would tostify that he had been shown 

1 

23 

Government Exhiblt 33 and Government Exhibit 33 is a record 

1 

; 

24 

maintained in the ordinary course of business by thc New York 

j 

| 

25 

Bank for Savings and thnt it is the ordinary course of businesi 



I 
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2 

for the Ncw York Bank for Savings to make the entries thereon 


3 

at the tines indicated on Exhibit 33, and that the purpose of 


4 

Exhibit 33 is to record the transactions on a particular 


5 

account from the day of opening of that account to the date 


6 

of preparation of this ledger and transaction sheet. 


7 

This exhibit was received today, Your Honor. That 

• 

8 

is why it is not in the written stipulation. 


9 

MR. GALLOP: No objection. 


10 

MR. PADGETT: Counsel, would you ask your client on 


11 

the record if he would consent to that stipulation? 


12 

THE COURT: Wait, if Madam Reporter is to take this 


13 

down, you havc to make it audible to her. 


14 

MR. GALLOP: No objection, Your Honor. 

• 

15 

THE COURT: Yes, but the Government wants some 


16 

statement by Mr. Hines. Do you want to ask him in a voice 


17 

that Madam Rcporter can hear? 


18 

MR. GALLOP: Mr. Hines, do you agree to stipulate 


19 

that if a representative of the New York Bank for Savings 


20 

would come to court to testify that he v;ould testify that 


21 

this is a record kept in their regular course of business 


22 

pertaining to the account that you signed the signature card 


23 

on? 


24 

THE DEFENDANT: Yes. 


25 

MR, GALLOP: He answered yes, Your Honor. I have 
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no objection. I don't think this procedure is proper because 
it may place my client in a position of having to acknowledge 
certain documents or the existence of certain evidence, and it 
might create a problem. But in this particular case I have 
no objection. I would think in the future, if the Covernment 
wants some consent, I can simply sign the stipulation. 

MR. PADGETT: Your Honor, none of the stipulations 
I think -- counsel has never consented rather to truth of any 
of these stipulations, merely that if the witness were called. 

THE COURT: Yes, I agree. There is a problem here. 

I think Mr. Gallop is right. 

MR. PADGETT: This ís the only document of that 
type, Your Honor. It was received this morning. 

THE COURT: All right, now may I see it? 

MR. PADGETT: I would now offer as Government 
Exhibit 33 the document referred to in the stipulation. 

THE COURT: Without objection it will be received. 

(Government Exhíbit 33 received in evidence.) 

THE COURT: This is what we call a ledger card? 

MR. PADGETT: Yes, showing transactions from the 
opening date, date of preparation, which was September '73. 

THE COURT: While I am looking at it, Mr. Padgett, 
would you and Mr. Gallop tell me -- you necdn't argue its 
significance — but what's N/A, the first transaction seems 


- 4 





to be October 4, 1967, N/A. What does that mean? 

MR. PADGETT: Are you referrlng to the thlrd line, 

Your Honor? 

THE COURT: Yes. 

MR. PADCETT: BDN/A. I don't know what significance 
it has. We are not claiming it has significance. It tnay be 
the initials — I have no idea what the significance is. 

THE COURT: It is a $10 deposit; is that right? 

MR. PADGETT: $10 opening deposit, posted in 1967. 

THE COURT: Tell me, what is the relevance of this, <|r 
the significance? 

MR. PADGETT: Your Honor, it has two points in 
signiflcance. One is it is an accompanying document to the 
signature card and secondly, I think Your Honor will see from 
further contents that the New York Bank for Savings was listed 
as a reference by individuals who utilized apartments by.Mr 
Hines, I should say. Secondly it goes to the question of 
whether or not the defendant had cash in his bank accounts 
which would have accounted for the expenditures made by hira. 

The Government here shows that in a bank referred to by him as 
a reference, he had a mere $10 in that account. That, there- 
fore, could not be the source of his expenditures. That's one 
element of disputing the cash hoard theory. 

THE COURT: Well, on the first, it might be 
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persuasive. On the background I should think ìt would be a 
pretty light weight, because he might have accounts of any 
number of other matters. 

MR. PADGETT: That's entirely true. Of course, it 


85a 


As Government 36 an application for that particular apartment 
previously received as Defendant's B for identification only. 

As Covernment 37, a second lease for that particular apartment. 
And Govcrnment 38, thc application for that leasehold previously 
receivcd as Defendant's A for identification. 

All of thesc pertain to the single apartment at 

8 400 East 77th Street which was testified about by Mr. Pedreria, 

9 THE COURT: Madam Reporter', would you mind reading 

10 me the last statement of Mr. Padgett? 

M (Record read.) 

12 (Government Exhibits 35, 36, 37 and 38 receivpd in 

1Q 

evidence.) 

14 paDCETT: Your Honor, I would offer as Governmenl 

15 Exhibit 39 a certain stipulation to the effect that if a 

16 Seymour Detsky, D-e-t-s-k-y, were called, he would testify 
that he is an attorney and represented Mr. Hines in a landlord 
tenant matter in 1972 concerning Apartment 4-E at 400 East 
77th Street, and that at Mr. Hines' direction sent certain 
Western Union -- excuse me, American Express money orders in 
the sums indicated to Mr. Jerry Copito, the managlng agent of 

that building. 

(Covernment Exhibit 39 received in evidence.) 

THE COURT: All right. 

MR. PADCETT: The Government would offer as 





I 




86 a 



Governmcnt 40 in evidence a certain stipulation that if Mary 
Vrettos were called, she would testify that she withdrew — 
first that she is familiar with the business records procedure 
of American Express and that she withdrew certain items from 
the records of American Express. These items would then be 
as 41, 42 and 43 in evidence, being the original 
money orders referred to in Mr. Detsky's stipulation, that is 
to say, the tnoney orders he sent to Mr. Copito at Mr. Hines' 


dlrection. 


(Government Exhibits 40, 41, 42 and 43 received in 


evidence.) 

MR. PADGETT: We would note of course that they are 
mcney orders made out in the rame of Williamson. 

THE COURT: And the Covernment believes apparently 
that 41, 42 and 43 represent payments on account of rent at 
400 East 77th Street? 

MR. PADGETT: That is correct, sir. That 1 believe 
is stipulated to in Mr. Detsky's stipulation. 

The Covernment would then offer as Covernment 
Exhibit 44 in evidence a certain stipulation to the effect tha 
if called, a Mr.Newfield Freida Chaifetz and Eugene Perlstcin^ 
would testify to the effect that they are employed by Ace 
Pontiac, an automoblle dealership in the Bronx, and that they 
have no knowledge of an enployment of Ace Pontiac of Bennie 


I 
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llines. Mr. Ncwfield being the president, Miss or Mrs. Chaifeta 


H 

being the bookkeeper, and Mr. Perlstein being the service 


H 

manager of Ace Pontiac. 


H 

(Covernment Exhibit 44 received in evidence.) 


H 

MR. PADGETT: The significance of that would be 


H 

that Ace Pontiac was given as an employer. 


8 

The Government would then offer as Government 


9 

Exhibit 45 in evidence a certain stipulation by one Edna 


10 

Speaker to the effect that she is the secretary of the Atlanti< 


11 

Westerly Corporation and is familiar with the record-keeping 


12 

procedures and the records maintained by the Atlantic Westerly 


13 

Corporation, and that the Westerly Corporation manages an 


14 

apartment building known as the Westerly at 300 West 55th 


15 

Street. That stipulation would serve to introduce Government 


16 

Exhibits 14 and 15 which have been previously recelved and als< 


17 

to the effect that certain sums of money were received as set 


18 

forth in the schedule as rent for that particular apartraent 


19 

mentioned in Government's 14 and 15. 


Q 

(Government Exhibit 45 received in evidence.) 


21 

THE COURT: All right. 


22 

MR. PADGETT: The Government would then offer as 


23 

Covernment Exhibit 46 a certain stipulation that if a repre- 


24 

sentative of the Department of Records of VJayne County, Michic 


25 

| W ere called as a witness, he would testify that he has searchc 

M í 
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the records of Wayne County and has attempted to locate a 

3 

buslness in the City of Detroit, which is itself located in 

4 

Wayne County, of an LBJ Booking Company, and could find no 

5 

such record. The significance of that is that the LBJ 

6 

• 

Booking Company was a source of employment listed by the 

7 

defendant on one of the applications introduced. 

8 

(Govcrnment Exhibit 46 received in evidence.) 

9 

MR. PADGETT: The Government would then offer as 

10 

Government's 47 a certain stipulation that if Abraham Alexander 

11 

and Philip Gregoli were called as witnesses, they would testif) 

12 

they are officers of the Behl Printing Company and they have 

13 

searched the records of Behl and additionally they have been 

14 

shown photographi of Bennie Hines and they can find no records 

15 

nor do they find records of Mr. Hines’ employment. The 

16 

significance of that is they are listed as employers in one 

17 

of Mr. Hines' applications 

* • 

18 

(Government Exhibit 47 received in evidence.) 

19 

MR. PADGETT: The Government would then offer as 

20 

Government 48 in evidence a certain stipulation to the effect 

21 

that if Robert Rivkin were called, he would testify he is the 

22 

office manager of Simon Furniture, Inc. and that he is familia 

23 

with the record-keeping procedure, that he recognizes Bennie 

1A 

Hines as a customer of Simon Furniture and he would serve to 

25 

introduce certain recovds maintained by Simon Furniture to the 
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effect that certain purchases of furniture were made during 
the years in question by Bennie Hines. 

(Government Exhibit 48 received in evidence.) 

MR. PADGETT: Government's 49 through 59, inclusive, 
would be offered as the records identified by Mr. Rivkin as 
the records of the Simon Furniture Company which indicate that 
furniture of the types described on some of these exhibits 
and costing sums described on others of the exhibits were 
deliVered to Mr. Hines or to his nocninees at various addresses 
as well as the amounts received by Simon Furniture aS payment 
for the items sold to Mr. Hines. 

THE COURT: Were the apartments earlier mentioned 
all unfurnished apartments? 

MR. PADGETT: There is no evidence in the leases, 
Your Honor, that the apartments are furnished. I would assume 
therefrom that they are unfurnished apartments. I should note 
that the records do not reflect only those apartments which 
have been mentioned so far at the trial. The records of Simon 
turniture indicate other addresses in addition to the ones 

that the Government has introduced. All its records do show 

% 

furniture was delivered, for example, to individuals whose 
names have been mentioned already-,’, for example a Sharon Heard 
furniture ordered by Mr. Hines and delivered to Sharon Heard. 
And thereafter paid for by Mr. Hines. 
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(Government Exhibits 49 through 59 received in 

3 

evidence.) 

4 

• 

THE COURT: All right, give me a minute just to 


look through these. 

6 

The first of these exhibits to which I address your 

"N 

7 

attention is Exhibit A9 and ,there is an original and apparentlj 

8 

two photostats. 

9 

■ 

MR a PADGETT: Yes, sir. Just the original is being 

10 

offered. The photostats are for Mr. Gallopfs conveniènce and 

11 

for my own. They should not have been handed to the Court. 

12 

THE COURT: All right. Why don't you take them back, 

13 

MR. PADGETT: I think you will find there is a 

14 

similar problem with each of the other exhibits. 

15 

THE COURT: All right, maybe it is easier if you 

16 

separate them afterwards. 

17 

MR. PADGETT: Only the originals are being offered. 

:i8 

THE COURT: 1 take it that these are offered only 

13 

as to the expenditures of the defendant and his connection 

Jò 

with ph> ical premises? 

21 

MR. PADCRTT: For those two reasons, yes, Your Honor 

> 

22 

but in addition, any item which indicates or from which it 

23 

could be reasonably assumed that the defendant had adopted 

24 

an identity or a physical location other than the principal 

25 

identity of '-.he principal physical location, the Covernment 
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feels would tend to support the theory of wilfullness under the 
Spies theory, atte»npts to- conceal his presence or atterapts to 

conceal his disbursement, we feel would tend to go toward wll- 

* 

fullness which is of course an element of the proof. 

THE COURT: All right, tell me that again. 

iMR. PADGETT: Under Spies, wilfullness may be shown 
by atteinpts to evade Covernmentscrutiny or in fact to evade 
scrutiny of any kind, the use of the false names, the use of 
cash as an expenditure, non-traceable expenditures, so to 
speak, and we would argue that the evidence which indicates 
that Mr. Hines had no real fixed abode, had no discernible and 
discoverable ties, but was using nominees as recipients of 
property, was using cash as a method of disbursement or money 
orders as a method of disbursement, all would support the 
conclusion that he wilfully attempted to avoid governmental 
surveillance, including the surveillance whlch would -- 
rather, including the filing of taxes whic». of course is a 
reporting to the government itself. 

THE COURT: Well, we can go into that later, but 
if I understand these papers at which I have looked so far, 
they are all in his name, so that he isn't concealing his 
identity. It does show his connection with a number of 
apartments and presumably a number of women, and it does show 
his cash or dollar expendituns, but 1 don't think it shows 
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that he was going under an assumed name. 

MR. PADGETT: No, that piece of evidence does not, 
Your Honor. That would go towards the lack of fixed abode 
and the inability of the govemment to pin him down, so to 
speak. Other items which would be offered in the same vein 
would show his use of fictitious names. You are quite right, 
though, there are no fictitious names with Simon Furniture. 

However, I do believe, Your Honor, that furniture 
was delivered under the name Bennie Hines to apartments where 
other evidence has shown that Bennie Hines lived under a 
fictitious name. 

MR. GALLOP: Your Honor, 1 realize this is somethíng 
we really should reserve for a later point, but I don't think 
the evidence shows that, I think it shows rent was paid on an 
apartment apparently by Mr. Hines, not that he lived there 
under a fictitíous name. I don't know if the difference is 
worthy of any further dlscussion at this point. 

THE COURT: Well, the only reason I am discussing it 
at this point is so that I can get an idea when I note -- 
MR. GALLOP: I assume the Government intends to 
introduce thcse items on the basis these were expendítures 

j 

made by the defendant during the years in question. 

THE COURT: I think it is more than that. I think 
£s to shov/ that he was connected with apartments at which 







1 


A 93* 


128 




hc dld not actually rcside and thercfore I would assutne the 
Govcrnment would argue that this was part ot his business 

operation. Am I right? 

MK. PADGETT: That is correct, sir. 

THE COURT: I am not passing on whether it supports 


that. 

MR. GALLOP: I understand the Court's reasoning and 
I follow it. The last thing Mr. Padgett said puzzles me some- 
what, too, and that was the question of showing the inability 
to pin down by flitting around from one place to the other. 

If it is apparent that these apartments were not his abode, 
then of course hc was nct moving from or.e piace to the other. 

You can't have it both ways. 

MR. PADGETT: The Gcvernment would then offer as 

Government Exhibit 60 the stipulated testimony of Jim Lucas, 
L-u-c-a-s, to the effect that he is the owner of a tailor shop 
in New York City, that he recognizes the defendant and that 
Mr. Hines purchased items of clothing from him at a cost of 
approximately $700 a year in the two years in question. 

(Government Exhibit 60 received inevidence.) 

THE COURT: All righí. 

MR. PADGETT: The Government would then offer as 
Covernment Exhibit 61 the stipulated testimony of Ralph Byrd 
to the effect that he does not know Bennie Hines, that he has 


25 
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been shown a photograph of Bennie Hines and does not recognize 
hlm, and that he, Mr. Hines — Mr. Byrd, rather, never applied 
for an apartment at 333 East 3Ath Street, nor did he ever pay 
rent there. Further, that he is associated or was associated 
with a firm called Browlyrd Associates, and that Mr. Hines 
was never employed by Browlyrd Associates. The significance 
of that is, Your Honor, that Mr. Hines has been identified 
as a tenant in that partiqular apartment on 34th Street and thít 
apartment was rented in the name of Byrd. 

THE COURT: Did any application signed by the 
defendant claim employment with this Browlyrd Associates? 

MR. PADGETT: Yes, sir, I believe Government Exhibit 
16 -- excuse me -- No, Your Honor, that item has not been 

introduced into evidence as yet. 

THE COURT: Will something be introduced in evidence 

on that? 

MR. PADGETT: Yes, there will be an attempt to 
introduce that. 

THE COURT: All right, because on the evidence so 
far, I think I'd be inclined to view the facts as being that 
Ralph Byrd was a fictitious name, but to have scmebody, pevhap : 
Byrd -- there may be Ralph Byrds — to say that he doesn't knor? 
the defendant -- But you say you are going to cor.ne'.t it in 

another way? ' 
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MR. PADGETT: Yes, sir. 

THE COURT: To explain why the defendant may have 

picked out the name Ralph Byrd? 

MR. PADGETT: The Government will attempt to give 

an amplification of that and give particulars of Mr. Ralph 

* . 

Byrd as he has stated on that stipulation. 

TIIE COURT: All right. 

(Covernment Exhibit 61 received in evidence.) 

MR. PADCETT: Your Honor, rather than take everythinj 
out of sequence n-w I would offer Government Exhibit 62 for 
identification only, that is the stipulated testimony of Sonny 
Segalkin. l'n sorry, it is the stipulated testimony of Barnle 
Milmann. lt will not become germane until a witness named 
Segalkin is called to testify. 


THE COURT: Exhibit 62 is the stipulation as to what 



testimony? 

MR. PADCETT: That would be the testimony of Milmann 
but it has no relevance at this time until a live witness coraeí 

in to give it a basis. 

THE COURT: All right. 

Are you withdrawing it? 

MR. PADGETT: 1 am offering it for identification 

only. 

MR. GALLOP: I have no objection to it being admitte 


i 
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subject to being wiChdrawn if Chis wiCness does noC connecC ic 


properly. 


MR. PADGETT: ExcepC for Che facC ic relaCes Co oChei 


exhibiCs which have noc been inCroduced and for which we have 


no number., 

THE COURT: All righc. Is iC easier Co mark ic for 
idenCificaCion only or Co jusC skip ic for Che Cime being? 

MR. PADGETT: Well, Your Honor, perhaps we could puC 
iC in and I will refer Co iC in summary for Che record if I 
may, and if counsel doesn'c mind I can inserC Che exhibiCs 
referred Co afcer ChaC is incroduced 


THE COURT: Then ExhibiC 62, no objection to its 


admission? 


MR. GALLOP: No objection to admission subject to 


connection. 


later. 


(Government Exhibit 62 received in evidence.) 

THE COURT: All right, the blanks will be filled in 


MR. PADGETT: That would be the testimony of Mr. 


Milmann to Che effect thaC he is manager of property at 1 
Sherman Square, he has been shown certain exhibits and recog- 
nizes them as the business records maintained by the managemeni 
consulting firm. 


25 


THE COURT: Sherman Square now known as Sherman Plaza? 
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MR. PADGETT: It is Shernvan Plaza. 

THE COURT: Is that what I used to know whc-n I was 


young as Sherman Square? 


»MR. PADGETT: Sherman Plaza is a new building on 


Broadway in the upper 70's. 


Village. 


THE COURT: Sherman Square used to be in Creenwich 


But this all has to do with an apartment building at 


1 Sherman Plaza? 

MR. PADGETT: That is correct, sir. 

THE COURT: All right. 

MR. PADGETT: Governraent Exhibit 63 in evldence 
would be the stipulated testimony of Buford Fishback to the 
effect he is the officer of Brown Sugar Records and he is 
acquainted with Mr. Hines.having met him in 1967,and that he 
discuosed with Mr. Hines the possibility of Mr. Hines ínvestin 
money in the corporation, but no money was in fact invested 
n°r was Mr. Hines ever employed by Brown Sugar Records. Howev 
he has visited Mr. Hines at A00 East 77th Street, Apartment 
A-E. This testimony becomes significant in view of the propos 
introduction of certain leases and applications which will 
indicate the residence in 1 Sherman Plaza wherein Mr. Fishback 
was used as a reference and Brown Sugar Records was used as an 
etnployer. 
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(Government Exhlbit 63 received in evidence.) 

THE COURT: All right. 

MR. PADGETT: Government Exhibit 64 will be the 
stipulated testimony of Gerald Joseph to the effect that he is 
the owner of a dry cleaning establishment and that Mr. Hines 
incurred certain bills in the amount of $360 a year for dry 
cleaning expenses. 

(Government Exhibit 64 received in evidence.) 

THE COURT: Is 1476 First Avenue somev/here near 
400 East 77th Street? I wouid think so. 

MR. PADGETT: I imagine. I believe so, Your Honor. 

I am not sure. I could find out if Your Honor would like to 
know. 

THE COURT: Yes, well -- All right. 

MR. PADGETT: Agent Clarke informs me that that 
location is in the 70's on First Avenue. 

Government Exhibit 65 would be the stipulated 
testimony of Lee Dunham, D-u-n-h-a-m, to the effect that he 
is the proprietor of Dunham's Auto Body in Boontown, New 
Jersey and that Government Exhibits 66 and 67 are records 
maintained by Dunham's Auto Body and represent bills paid for 
by Bennie Hines concerning repairs on Mr. Hines' automobile. 

(Government Exhibit 65 received ín evidence.) 

THE COURT: Mr. Padgett, I notice that there is a 
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blank on the second page of Exhibit 65. Can that be filled 


in now? 


MR. -A »GETT: Yes, sir. I believe that refers to 


66 and 67. 


MR. GALLOP: That refers to the automobile, not the 


repairs. In other words, that would be for the car. That 


will come up in a subsequcnt exhibit. 


MR. PADCETT: That blank will be filled in, Your 


Honor, with testimony of the witness -- 


THF. COURT: Well, if I just indicate in my notes 


"second page blank later to be filled in," that's all I need. 


But I just want you to realize -- 


MR. PADGETT: I think we can fill it in this after- 


noon, Your Honor. 


MR. PADCETT: Government Exhibits 66 and 67 would be 


photocopies provided by Mr. Dunhara of bills for,iin one case 


a '69 Eldorado and in another case the '71 Eldorado in t v ^ n«ii 


of Bennie Hines representing repairs made on those automobiles, 


(Covernmcnt Exhibits 66 and 67 received in evidence. 


THF. COURT: All right. 



MR. PADGETT: Government Exhibit 68, the stipulated 


testimony of Will Arnsbarger to the effect that in 1968 he sol 


a 1968 Cadillac Eldorado to Mr. Hines for a certain sum of 


moncy which is mentioncd in the stipulated testimony, and 


m 




ti 




\ 
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thcre were various financing arrangemcnts agreed to and 
various payments were received by Mr. Arnsbarger's corporation 
as payment for that car, that thercafter in November of 1968 

5 there was a further transaction between Arnsbarger and Mr. 

6 Hines and as a result of it Mr. Hines was sold a 1969 Cadillac 

7 Eldorado and again the financing arrangements are mentioned. 

8 Further, that in 1971, Mr. Arnsbarger sold to Mr. Hines a 

9 1971 Cadillac Eldorado and the financial arrangements are 
discussed. And note that there are in the last paragraph 

11 of that stipulated testimony certain blanks which will be • 

12 filled in this afternoon, Your llonor, as additional testimony 

10 

is introduced. 

(Government Exhibit 68 received in evidence.) 

THE COURT: Mr . Gallop, do you and Mr. Padjett have 
copies of this Exhibit 68? 

MR. GALLOP: Yes. 

THE COURT: Down at the bottom of the first page, th 
witness is speaking of the total amount of the loan to He paid 
at the rate of $215 per month and then the first sentence on 
21 the second page is, "Hì was the co-maker on this loan also." 

Am I correct in assuming that that means Arnsbarger 

was a co-maker? 

MR. PADGETT: Yes, sir. 

THF. COURT: All right, then Arnsbarger, in the next 


25 
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2 
3 
. 4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


paragraph sclLs the defendant his 1971 Cadillac and gives him 
a down payment and then an additional down payment, and then 
the next sentence says, "This car was financed by him." 

Is "him" Mr. Arnsbarger again? 

MR. PADGETT: Yes, sir. 

THE CCMJRT: Does that mean that Arnsbarger paid 
personally the rest of the purchase price over the cash pay- 
mer.ts he testified were paid by the defendant and that the 
defendant repaid Arnsbarger at the rate of $200 per month for 
19 months? 

MR. PADGETT: No, sir, I think additional witnesses 
will show the first two cars, the ’68 and '69 Eldorados, were 
financed through an organization known as the Golden Gate 
Acceptance Corporation. And that Mr. Hines, the purchaser, 
and Mr. Arnsbarger as the salesman, were co-makers on that not<, 
although Mr. Hines made the payments. The third car apparentlj 

t 

was financed directly through the Cadillac agency, which is 
a different agency from the first two purchases, and those 
payments were made by Mr. Hinej to Mr. Arnsbarger directly, 
that is to say the individual who financed it as opposed to 
being made to the acceptance corooration as in the first two 
cases. 



25 


TIIE COURT: Isn't that what I said? 

MR. PADGETT: No, sir, I thouglt you said did -- aftei 
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thc 19 or so paymcnts werc made, did Hines then continuc to 
pay Arnsbarger personally, and there is no testimony to that 


effect. 


THE COURT: No. Hines paid Arnsbarger $3,020.50 in 


cash, and an additional $1,000 in cash. 

Now, that wasn't enough to pay for the car. 

MR. PADGETT: That is correct. 

THE COUST: And I therefore understand from this 
stipulation that Arnsbarger personally paid the remainder of 
the purchase price as a loan to the defendant and the defendant 
repaid Arnsbarger for that loan at the rate of $200 per month 
beginning in May 1921 and continuing for 19 months. 

MR. PADCETT: That is correct, Your Honor. However, 
the additional witnesses will show that with the two down 
payments and the 19 months at $200 a month, that it was not enc 
to pay off the total cost of the car. There is no testimony ai 
to that -- 

THE COURT: So Arnsbarger is personally out somethinj 

MR. PADGETT: Yes, sir. 

THE COURT: According to his testimony? 

MR. PADGETT: Yes, sir. 

THE COURT: All right. That is Exhibit 68. 

MR. PADGETT: Exhibit 69, the Gcvernment would offer 
as Exhibit 69 the stipu^ated testimony of Keith Coppock to 


0 
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the effcct that he is an officer in the Ceorge Olsen Cadillac, 


Inc., and he is fatniliar with the records maintained by that 


organization and that he would introduce, serve to introduce 


Government Exhibits 70, 71, 72, and 73, which are ledger 


entries relating to the purchase of automobiles by Hines from 


Ceorge Olsen Cadillac. 


(Government Exhibit 69 received in evidence.) 


MR. PADGETT: 70 through 73 would be the items 


referred to by Mr. Coppcck in stipulation and reflects sales 


contracts for the automobiles referred to. The Govemment 


would offf r that for the purpose of showing expenditures and 


the connection between the defendant and certain addresses in 


New York, notably 400 East 77th Street. 


(Government Exhibits 70, 71,« 72 and 73 received 


in evidence.) 


THE COURT: At one time? 


MR. PADGETT: Yes, sir. 


THE COURT: Would I understand frorn that that in 



1971 the price of the Cadillac was $7200? 


MR. PADCETT: Yes, sir, with the various, I suppose. 



additional items or personally selected items added on that 



particular model. 


THE COURT: 1 am afraid, Mr. Fadgett, you and I are 


living in the oldon times, because that isn't true. The price 






A I04a 


of the car was $8900. 


MR. PADGKTT: Perhaps that's the inclusion offinanc< 


charges, Your Honor. 


THE COURT: I beg your pardon? 


MR. PADGETT: Perhaps that is with the finance 


charges included. 


sales tax, is $9,389.50. Thi « has absolutely nothing to do 


■» 8 

with thjt issues in this case, but I am just appalled at ho» 


far inflation has gone, almoot $9500 for an automobile. 


MR. PAJGETT: I am afraid, Your Honor, when you ask 


me if that has any relevance to me, it does not. I wouldn't 


know the price of a Cadillac before inflation. 


THE COURT: All right. 


MR. PADGETT: Covernment Exhibit 74, Your Honor, 


would be the stipulated testimony of Robert Handley, to the 


effect that he ii familiar with the record-keeping proc. iure 
of the Golden Gate Acdíptance Corporation and would serve to 


a 

Introduce 75 and 76, Vhlch are the records of the Colden 


Gate Acceptance Corporation relative to the purchase of these 

I 

automobiles by Mr. Hines. 


(Gòvernment Exhibit 74 received in evidence.) 


sheets showing the receipt of payments by Coldcn Cate on the 


THE C0URT: No. The cash price, including Californil 


MR. PADCETT: Covernment's 75 and 76 are the lcdger 


II 
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automobile soid to Mr. Hines, the two Cadiliacs. 

(Government Exhibits 75 and 76 veceived in evidence.) 
TIIE COURT: Suppose we jtop for a few minutes and we 
can resume, say, in about 10 mi.<utes. 

(Recess.) 


THE COURT: All right. 

MR. PADGETT: The Government would offer as Govern- 
tnent's 77 the stipulated tcstimony of Leo Kaminsky to the 
effect that he is the manager of Kaminsky Oldsmcbile-Cadillac 
located in Lorraine, Ohio, and that in 1970 he sold a 1970 
Oldsmobile Cutlass to Mr. Hines and that it was -- 

THE COURT: When? 

MR. PADCETT: 1970, and that the stipulation would 
then discuss the financing arrangements and refer to a financli 
arrangement v/ith the Lorraine National Bank of Lorraine, Ohio. 

(Government Exhibit 77 received in evidence.) 

THE COURT: Didn't one of the exhibits refer to « 
bank account of the defendant in Lorraine, Ohio? 

MR. PADGETT: Yes, sir, it did. 

THE COURT: This really doesn't indicate that he 
necessarily had an account at the Lorraine National Bank. He 
said he just financed it through the Lorraine National Bank. 


g 


MR. PADGE.T: Yes, sir. 

THE COURT: All right, Exhibit 77 (handing). 
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MR. PADGETT: Exhibit 78 is the stipuiated testinony 
of Douglas Williams t r the effect that he is the collect'on 
manager, consumer retail division, of the Lorraine National 
Bank and that his :estimony serves to introduce Government's 
79 and 80, which are certain copies of business records of the 

Lorraine National Bank. 

« 

MR. GALLOP: Before we get to that, I received two 
documents that I thought were 77 and -- I am just confused. 

MR. PADGETT: These are th'í documents for the Lorrair e 
National Bank (depositing on counsel table.) 

(Government Exhibit 78 received in evidence.) 

THE COURT: All right. 

MR. PADGETT: Government Exhibits 79 and 80 are 
certain documents of the Lorraine Natioual Bank referring to 
the automobile indicated in Mr. Kaminsky’s stipulated testimony. 
I should note that the Covernment is prepared to enter into a 
written stipulation with couosel which becomes significant 
upon examination of one of these documents, that is, the type 
of employment of Mr. Hines. 

(Government Exhibits 79 and 80 received in evidence.; 

THE COURT: All right. 

MR. PADGETT: May we have a moment, Your Honor? 

THE COURT: All right. 

(Pause.) 
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HR. PADGETT: Govfcrn nent' s^ 81 is Lne stipulated 
testimony of Patricia Kerr to the effect that she is the 
treasurer of Universal Coach Corporation in Detroit, Michigan 
and she would serve to introduce the business records of 
Universal Coach Corporation which would be then Government's 
82 through 86 collectively. There are certain blanks on 
Government's 81 which will be filled in this afternoon, Your 
Honor. 

(Government Exhibit 81 received in evidence.) 

MR. PADGETT: Govemment's 82 through 86 are photo- 
copies of the bills of the Universal Coach Corporation for 
various customizing done on Cadillac~01dsmobiles. The bills 
are made out in the name of Bennie Hines, 400 East 77th Street. 

(Government Exhibits 82 through 86 received in 

evidence.) 

THE COURT: All right. 

MR. PADGETT: Your Honor, as Government's 87 I would 
offer the testimony, the stipulated testimony of Martin Rosential 
to the effect that he is the manager of the Western Union brant 
office at 600 Thtrd Avenue in New York and that he would serve 
to introduce the business records ot the Western Union Corpora-j 
tion whlch would be Exhibits 88 through 105, inclusive. 

(Co/ernment Exhibit 87 receivcd in evidence.) 

THF. COURT: All right. 
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MR. PADGETT: And Govcrnmont's 88 througb. 105 would 
be copies of documents withdrawn by Mr. Rosenthal from the 
records of the V/estern Union Corporation and would be copies 
of Westcrn Union money orders sent by an individual named 
Bennie Hines to various reclpíents. The significance of that 
is that the recipients indicate Mr. Arnsbarger of Olsen 
Cadillac Corporation and other corporations. The exhibits 
are the green sheets, there are photocopies which will be 
removed. . • . 


(Government Exhibits 88 through 105 received in 





evidcnce.) 

THE COURT: I take it,Mr. Padgett, you would say 
that whether these remittances sbown by these exhibits were 
in any way connected with other evidence in the case, they 
show expenditures? 

MR. PADGETT: That is correct, sir. 

0 

0 

THE COURT: And according to what you told me this 

o 

morning, if there were expenditures your submission is therj 
had to be income? 

MR. PADGETT: That is correct, sir. 

Your Honor, counsel has requested and I have no 
objection that two further documencs he offered as 77-A and 
77-B. 77 was the stipulation of Mr. Kaminsky to the effect 

that an automobile had bcen purchased. 1 had intended to 







introduce these documents and I shall, 77 would be -- 


THK COUaT: 77-A? 

MR. PADCETT: 77-A, excuse me, appears to be the bill 
for that Oldsmobile Cutlass «and 77-B appears to be an order 
form for the purchase of the vehicle. 

(Government Exhibits 77-A and 77-B received in 

evidence.) 

THE COURT: All right. 

MR. PADGETT: Your Honor, there are no further 
stipulations at this time. I believe that we can enter into 
several mcre. However, one will require some preparation and 
the other will require some discussion between counsel and 
myself. The Government is prepared, however, to go ahead with 
two live witnesses this afternoon in order to expedite matters 
tomorrow. 

THE COURT: All right. Any objection, Mr. Gallop? 
MR. GALLOP: No, Your Honor. 

ÌTR. PADGETT: The Government would call Janice 
Clinthorne. 

JANICE CLINTHORNE, called as a witness 
Ly the Covernment,was dulv sworn and testified as follows 
DIRECT EXAMINATION 
BY MR'. PADCETT: 

THE COURT: Plcase try to keep your voice up because 

1 _ 
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2 

THE COURT: I will reserve decision on your motion. 

3 

MR. PADGETT: I call Detective Anthony Vitaliano. 

4 

THE COURT: This is not a long witness? 

5 

MR. PADGETT: The direct examination will be 

6 

relatively short. I don't know how long the cross-examination 

7 

woald be. I would not objecc if — well, I really can't 

8 

predict how long the cross will be. 

9 

MR. GALLOP: I might say if after direct examination 

10 

I think the cross-examination will be lengthy, I will indicate 

11 

it to the Court. 

12 

THE COURT: All right. 

13 

ANTHONY VITALIANO, called as a witness by 

14 

the Government, was duly sworn and testified as follows: 

15 

DIRECT EXAMINATION 

16 

Wí MR. PADGETT: 

17 

Q Detective Vitaliano, will you tell us your name and 

18 

shield number? 

19 

o 

THE COURT: Just the name. 

20 

Q Shield number and current assignment? 

21 

A 3258, and I am presently assigned to Public Morals 

22 

Division, Central lavestigation Section. 

23 

Q You will have to speak up, officer. I can't hear 

24 



you. 

25 

A Public Morals DivlsLon, Central Investigation Sectioi 


I 
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THE COURT: New York Police Department? 

THE WITNESS: Yes, sir. 

Q For how long have you been so assigned? 

A Since October * 71. 

Q For how long have you becn a police officer? 

A Over ten and h&lf years. 

q Are you assigned to a particular section of the 
Public Morals Division? 

A Yes, I am. 

Q What section isthat, sir? 

A Central Obscenity Unit. 

Q Is there a particular subsection within the Central 
Obscenity Unit? . 

A Yes, sir. 

Q What is that? 

A The pitnp module. 

q Can you tell us what the duties ure of officers 
assigned to the pitnp tnodule? 

A Yes, sir, to gather intelligence relative to pimps, 
to gather evidence and where warrantcd make arrests. 

Q How do you gather intelligence? 

A We gather it from other police agencies, from 
prostitutes and frora pimps. 

q During the course of your assigr.ment to either the 


4 ' .. 


k 
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pimp module or the Public Morals DLvision, can you tell us 
approxlmately how tnany prostitutes you have had conversations 


with? 


At least 400. 


Q And with how many pimps have you had conversations? 
A Approximately 75. 

Q Are you familiar with the gentleman to my right? 

o 

A Yes, I am. 

• Q Can you tell us his name, please? 

A Bennie Hines. 

Q Have you in the course of your duties had certain 
conversations with Mr. Hines? 

A Yes, I have. 


were? 


Can you tell us briefly what those couversations 


In early -- 

MR. GALLOP: Could you tell us when these conver- 


sations took place? 



THE COURT: Yes. Law a foundation when, approximate 
when the conversation took place,where, and who was present. 
MR. PADGETT: Yes. 

Q Can you tell us approximately when.and where these 
conversations took place? Withdrawn. 


Hov. many conv' rsations did you have? 


'JSr 


( 


T 
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A At lcast thcee. 


Q Can y° u tel1 us wheu and where the first conver- 


sation took place? 


A Yes, str. fiarly July o£ '73. In an outslde Tattler 


bar and grill located at 141 East 57th Street 


Q ' ,hcn did ,fu> second one take place and where? 


A The second one took place approxtmately January o£ 
1974 tnside of Adam's Corner grtll located at 450 Thlrd Avenue. 


Q And the third? 


A The th!rd happened approxlmately February or March 


°f 1974. That was tnstde Charlle Two's grlll, 551 Second 


Avenue. 


sation 


t • 

Q Can you tell us the substance of the flrst conver- 


A The flrst conversation was relatlve to Hlnes tnformlt 


me that he was leavtng New York, gotng to Us Vegas due to 


the — 


Q Did he tell you why? 


A " fact that his Sírls weren’t gtvtng htm enough 


money i n New York City. 


Q Caa YO”®!! us the substance of the second conver- 


sat i' 


A In the second conversation inside Adam's Corner, the 


defendant offered to buy me a drink, and I asked hira how was 


T 
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Vcgas, and he said it was okay. That's about it. 

Q And the third conversation? 

* ► 

A Well, the third conversation I walked inside of 
Charlie Iwo's and the defendant stated to me it seems like 
wherever I go, you follow me. And that was it. 

Q Does the name Barbara Pittman mean anything to you? 

A Yes, sir. 

Q Can you tell us who Barbara Pittman ís? 

A Barbara Pittman is a known prostitute. 

Q Do you know if she has any relation to the defendant' 

A Supposedly she is, was at one tirne, a prostitute 

working for Hines. 

MR. GALLOP: I am going to object to the response. 

The witness said "supposedly." If he doesn't know, he should 
indicate. 

THE COURT: Yes, I think Mr. Gallop has a point. 

íiR. PADGETT: Very well. I withdraw the question. 

THE COURT: All right. I sustain the objection. 
Strike the answer. 

Q Sir, I show you Government's 77-A in evidence, which 

is a bill frora Kaminsky Oldsmobile-Cadillac in Lorraine, Ohio, 
representing an automobile sold to a Bennie Hines, and I 
direct your attention to the section on the right-hand side. 

I ask you to read the ti. j o names appearing thcre. 









A 1153 

Vitaliano-direct 17 

Barbara -- B. Pittman and B. Hines. 

Thank you very much. 

MR. PADGETT: No further questions. 

MR. GALLOP: I have no questions of this witness. 
THE COURT: All right. Thank you, Detective. You 



may be excused. 


(Witness excused.) 

MR. GALLOP: After the witness leaves I'd like to 


10 make a motion with regard to his testimony. 




THE COURT: Yes. 

MR. GALLOP: The indictment here, Your Honor, covers 
the defendant's failure to file tax returns for the years 
'68 through '7?.. The first conversation testified was in July 
of'73. I don't see any relevance to this testim^ny to the 
issues in this case. I would ask that his testimony be strlckrn. 

THE COURT: Well, I certainly can’t strike all the 
testimony because the testimony about Barbara Pittman has to 
be left in because at least the Government is entitled to 
argue an inference from the fact that a B. Jittman is shown 
on the Lorraine, Ohio bank records. 

MR. PADGETT: Your Honor, may I be heard in response 
to counsel's initial objection? 


THE COURT: Yes. As to the rest of it, all right. 


tcll ne. 


4 
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MR. PADGETT: Your Honor, the Government has intro- 
duced tesLlmony through Agent Hurley to the effect that as far 
back as 1967, prior to the years in questicn, that Mr. Hines 
was a self-admitted pimp. The Government, through Officer 
Vitaliano, will ù’rge the Court to draw the inference from the 
conversations that Mr. Hines was a self-admitted pimp in 1973. 
The additional evidcnce adduced by the Covcrnmcnt will show 
that throughout the years 1968 through '72, that is to say the 
intervening five years, Mr. Hines was in fact a pimp. Althougl 
the conversations of Mr. Hines to Officer Vitaliano occurred 
subsequent to the dates in the indictmcnt, certainly they are 
includable for consideration by the Court as under the theory 
of consistent acts, acts which are part of the gcneral scheme, 
acts which indicate to the Court that Mr. Hines was in fact 
employed in the business of managing prostitutes from 1967, 
as a bare minimum, to 1974, that is to say the very year the 
indictment was handed down; in fact, not less -- not more than 
one and a half months prior to the returning of the indictment 
by this grand jury. Certainly it shows a consistent pattern 
of activity, a consistent busincss practice by the defendant. 

THE COURT: Well, I don't think I will grant the 
motion, but of course the last two conversations -- perhaps 
I ought to grant it perhaps to the last two conversations, the 
ones in January and Fet.uary of this ycar, because if relevant 


/ 1 






A 1173 


egs . 17A 

they are immatorial. The second cor.versation was that the 
defendant offered to buy him a drinks and the third conver- 
sation was the defendant said you seem to be following me arom d. 
I don't think that's too -- too flimsy, really, to weigh* in 
the scales. 

MK. PADCKTT: Your Honor, the third conversation I 
would agroe v/ith you. That was brought up merely to show the 
total scope of the conversations. The second conversation, if 
Your Honor will tecall, however, there was a brief preliminary 
reference to Las Vegas. I think the officer testified he aske< 
the defendant how was Las Vegas. 

THE COURT: Well, but what does the defendant's 
opinion about Las Vegas -- in general, I don't think — 

MR. PADGETT: That's quite true, when isolated, 

Your Honor, but when viewed in light of the preceding conver- 
sation which wa- Mr. Hines' announcing he was moving his stabln 
to Las Vegas. 

THK COURT: No, he didn’t say he was ntoving his 
stable. He said he was going to Las Vegas. 

MR. PADGETT: I think the testimony he was goir^. fo 
Las Vegas because the girls are not making enough money. 

THK COURT: The gírls were not giving hira enough 
money, but he didn't say he was going to take the girls with h ra. 

For nll I know, he was going out to Las Vegas to make raoney in 
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somc other business. Whether I grnnt it or not, the second 
two conversation obviously are immaterial, and I think I will 
strike them. I think I will leave the first conversation in 
when he says the girls are not giving him enough money. But 
evcn that in thc total context doesn't mean a great deal. 

All right, so we will start in at ten o'clock 
tomorrow morning. 

MR. PADGETT: Yes, sir. 

TIIE COURT: All right. 

Mr. Clerk, we will be in recess. 

(Adjourned to May 8, 1974, at 10:00 a.m.) 
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UNITED STATES OK AMERICA 

74 Cr. 26*. 

v . 

BENNIE HINF.S 

Defrndant 

Trial resumed. 

( In open court.) 

THE COURT: Good morning. 

Now, I have spoken to Mr. Hunt, who is the manager 
of the building, and asked him please to turn off the air- 
conditioning system because it is too cold in here. 

MR. GALLOP; I agree. 

THE COURT: There is nothing we can do about it 
this morning, but I have also asked hira to try to get us some 
more light in here because when you are looking at papers, 
ahd for the reporter and the witness, there is just not enough 
illumination. 

Now, before we call a witness, there is just one 
question I wanted to ask, and that is, does the Government 
agree with my preliminary view that ,proof of knowledge of 
the obligation to file returns is an essential eleraent of the 
offense ? 


New York, May 3, 1974 
9:30 a.m. 


MR. PADGETT: No, sir. Except a? insofar as that 
knowledge may be inferred by the actions of the defendant. 
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Tho Govornmcnt foels it is not thc Govornmcnt’s burdon to 
prove a£firmativcly a knowledgo on thc part o£ the defondant. 

THE COURT: Ail right. Wo aro going to have a 
vory great deal of trouble over that bccause my view is that 

it is necessary to prove it. 

A11 right, but we will cross that bridge when we 

come to it at the end of the Govcrnment's case. 

A11 right. Mr. Padgett, are you ready to go? 

MR. PADGF.TT: Ycs, Your Honor. Before calling any 
witncsses, Your Honor, I would like to, in the nature of an 
offer of proof, make a statement to the Court concernÌTg i* 

the next succession of witnessus. 

Ycsterday morning, I put a witness on the stand, 

Special Agent Klass of the Internal Revenue Service, who, 
as Your Honor will remember, testified that although he was 
now retired from thc service, there was a period back last 
year in 1973 when he did perform certain functions in respect 

to this case. 

My direct testimony was -- rather, my direct ques- 
tioning was to elicit thc information that hc had forwarded 
certain letters to Bennie Hines at a certain address. 


THE COURT: Exhibits 20 and 21. 

MR. PADGETT: That's correct, sir. 

I believe thnt was thc extcnt of my direct examinati 
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ot' him. Thereafter Mr. Gallop inquired as to the nature and 
extent oc any other pertormed by Mr. Klass and the nature 
and extent of the activities performed by agents acting under 
his direction. I now propose to call a series of agents who 
will testify as to the extent of the activities they perforroed, 
not only under Mr. Klass, or during the period when he was 
assigned to the Internal Revenue Service, but, in addition, 
tho activities, nature and extent of the activities, which 
they performed yesterday at the request of the Internal 
Revenue Service, which are similar to and in some instances 
identical with the activities they pcrformed at the tiroe when 
Agent Klass was an Internal Revenue Service agent. 

The difficulty here, and I state this quite candidly, 
Your Honor, is that these agents' testimony would be that 
they visited a large nuinber of banks in the New York area, 
both in the spring of 1973 and yesterday, in an effort to 
determine whether thcse banks had any banking accounts in the 
names utilized by thc defendant or at least in those »■. - 

names which had been brought out before the Court . . . 

and their testimony would be th.at no records were found. 

Obviously, thcy themselves did not check the records 
but are relying upon the information given them by officers 
of those various banks and branches. It is concededly hcar- 
say teslimony, nnd the Government could, if required by 
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2 ll 

defense or by Che CourC, produce Che 50-odd bank officers 

1 

3 

V 

co CesCify ChaC Che records search was made. 

4 

THE COURT: This, of course, is a records search 

5 

for Che years in quescion here? 

6 

MR. PADGETT: Yes, ChaC is correcC. 

7 

THE COURT : IC included Che years in question here ; 

8 

MR. PADCETT: ThaC is correcC, sir. 

9 

THE COURT: I Chink Che problem is fairly simple. 

10 

If Mr. callop ls wUling thac this Cestimony bo takon in Lieu 

11 

o£ the testimony o £ the bank o£ficers, certainly I wouldn't 

12 

require you Co produce Chem. 

13 

MR. GALLOP: I am inclined Co do so, Your Honor, but 

14 

I think the Court should take recognition of the fact that 

15 

the search, so far as I know, raost of tht search took place 

* 16 

yesterday. It was obviously prompted by the testimony that 

17 

I elicited on Mr. Klass' cross-examination, and as such, was 

18 

done in admitted haste and done in such a manner that certain- 

19 

l y waS not as thorough and as deliberate as the investigation 

20 

which took place prior to the issuance of the indictment. 

21 

I think the Court should recognize that fact. I assume the 

22 

purpose -- 

23 

THE COURT: That would go to the weight of it. 

24 

MR. GALLOP: Right. I assume the purpose is for 

25 

the Government to show that they have made a diligent effort 
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to soe if there was any other source of income — of funds 
rather than income, that could have paid for these expenditurei 

which wcre testified to. 

THE COURT: I think not only that, but I can con- 
ceive of the Government arguing that the fact that a man livinj 
ìn this community has no bank account here it is permissible 
to infer from that that he is concealing receipt of income. 

MR. GALLOP: Well, I think the Court would have to -■ 
THE COURT: For whatever it is worth. 

MR. GALLOP: Yes, for vhatever it is worth. 

THE COURT: If you object on the ground it is hear- 

say, I would have to sustain it. 

MR. GALLOP: No, I will hcar the testimony first 

and the chance is I will not object, but I think it should be 
recognized this is as to an investigation that took place 
yesterday, not during the primary association. 

MR. PADGETT: If I could respond very briefly, I 
think Mr. Gallop has missed the mark a little bit. The 
evidence will show, in the spring of 1973 a total of 28 
banks were contacted and yesterday some 34 banks were contacte. 
18 of which had been previously contacted in the spring of 74 
making a total of 74 banks. And although the effort yesterday 
was ar extensive one, it was less extensive than the one done 

in the spring of '73. 
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MR. ÒALLOP: In that case, I probably will not 
object to the hearsay nature of thc tcstimony. 

THE COURT: Mr. Padgett, you are really addressing 
yourself only to the weight of the evidcnce? 

MR. PADGETT: Yes, sir. 

THE COURT: All right, you may proceed. 

MR. PADCETT: I ask permission to recall Special 
Agent John Clarke. 

THE CLERK: Agent Clarke, you are still under oath. 
JOHN CLARKE recalled as a witness, having been 

previously sworn, resumed the stand. 

i 

DIRECT EXAMINATION 
BY MR. PADGETT: 

q Agent Clarke, vou testified yesterday that you were 
the case agent in this matter; is that correct? 

A . Yes, sir. 

Q Are you personally aware of any efforts made by 
Internal Revenue Service in connection with this case? 

A Yes, sir. 

q Directii.g your attention specifically to the questioi 
of bank canvasses, are you aware of bank canvasses tnade by 
the IRS in this case? 


A . Yes, sir. 

q Can you tell us when bank canvasses commenced to 
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be mnde? 

A It was approximately September 1973. 

Q Can you tell us how many banking canvasses were made 
by agents of the IRS prior to the handing down of the indict- 
ment? 

A At that time, I would believe there was 28 bank 
canvasses made. 

Q When you say "bank canvasses," tell us what a bank 
canvass is. 

A And agent goes into a bank in the area of the tax- 
payer's residence, business or whatever to ascertain whether 
he has a bank account in that particular bank. 

Q And when you say "the taxpayer," can you -- withdrawi 
Do you know which questionswere asked by the respect 
ive agents of the various banks? 

A Yes, sir. 

Q Do you know which accounts were checked for? 

A Yes, sir. 

T 

Q Can you tell us, in substance, the nature of the 
agent's inquiries? 

A He wouid go into the bank and ask one of the officer 
if they have any accounts in the name of the subject of the 
investigation and that would be -- 

Q Can you teLl us which names you inquired about? 

• ( 
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A We inquired, in this particular case , regarding one 

3 Bennie Hines, 'Ernest Williamson, Ralph Byrd, Walter Mitchell 

4 -- that’s about it. 

q Does the name Charles Daniels moan anything? 

A Charles Daniels. 

, Q Can you tell us whether there were any responses 

8 from these banks? 

9 A We had two positive responses of bank accounts, 

1G one the New York Bank for Savings and one Chemical Bank of 

11 New York. 

12 Q What were the responses -- 
THE COURT: Excuse me. When you askcd thom if thore 

were any accounts in these five names, did you give them any 

15 period of time? 

THE WITNESS: Yes, sir. 

THE COURT: What period of time? 

THE WITNESS: We vrould ask them for any open or 
closed accounts for any of the years involved prior to the 
investigation and during the investigation. 

THE COURT: Well, what are the years that you asked 


them about ? 


THE WITNESS: Specífically from 1966 to 1972 -- 1973 
THE COURT: 1966 through 1972? 

THE WITNESS: Yes, sir. 


I 
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2 



THE COURT : When was this inquiry made? 

3 



THE WITNESS: In September o£ 1973. 

4 



THE COURT: So it could only extend to the date on 

5 

which 

you 

made ar. inquiry; is that right? 

6 



THE WITNESS: Yes, sir, that’s correct. 

7 



THE COURT: All right, thank you. 

8 



Go ahead. 

9 


Q 

Now, you indicated that there there were af£irmative 

10 

rcsponses 

for two banks; is that correct? 

11 


A 

That is correct. 

12 


Q 

What about the remaining 26 banks? 

13 


A 

Negative results from from all the names requested. 

14 



THE COURT: You mean there was 28 banks in all? 

15 



THE WITNESS: That is correct, sir. 

16 



THE COURT: Twenty-six said no accounts? 

17 



THE WITNESS: That's right, sir. 

18 



THE COURT: And two said there were accounts? 

19 



THE WITNESS: Yes, sir. 

20 


Q 

Now, you mentioned the New York Bank for Savings. 

21 

Can 

you 

tell us which branch of it that was, sir? 

22 



MR. CALLOP: If you want, I will stipulate. 

23 



MR. PADGETT: Will you stipulate that was the branch 

24 

and 

the 

account iedger sheet which has been previously 

25 

i 

introduced in evidence? 
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MR. GALLOP: I wlll so stipulate. 

THE COURT: Let me get the name of the exhibit. 

MR. PADGETT: Tes, sir. 

THE COURT: Let's see, 31, 32, and 33. All right. 
MR. PADGETT: Will you also stipulate that the 
response of the Chemical Banl^was introduced in evidence as 
Government Exhibits yesterday and they indicated a balance of 
$250? 

MR. GALLOP: What I will stipulate is that is the 
bank referred to by the testimony. I believe that is the 
account of one Charles Daniels. 

MR. PADGETT: It was taken subject to connection, 
Your Honcr. 

MR. GALLOP: It was to be connected by t'he Govern- 

raent. 

THE COURT: Yes, 13 and 19. 

MR. GALLOP I will not waive previous objection. 
Maybe that has not been connected to this defendant. 

MR. PADGETT: I have no further questions. 

THE COURT: All right. 

CROSS-EXAMINATION 
BY MR. GALLOP: 

Q Mr. Clarkp,you say you canvassed 28 banks. Do you 
mean by that 28 branchrs of banks? 
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A No, diffcrcnt typc banks, I'm sorry, within the 
arca of thc residence of the subject. 

Q Well, did you go to, like, different branches of 
thc Manufacturers Hanovcr rather than -- 

A If thc particular bank canvassed did not have a 
ccntral inspcction system which covercd all thelr branches, 
we could have to go to individual branches. 

Q That’s what I'm driving at. Was this a canvass of 
the individual branches or the central bank? 

A These wcre as the individuals. 

Q The individual branches? 

A Individual branches. 

Q So if you went to one branch of, suy, thc Chemical 
Bank, it wouldn't necessarily mean that there were no 
Chemical Bank accounts in other branches; is that correct? 

A Yes. 

Q Now, did you have any method that you used in the 

determining what branches you were going to visit? 

A You could cover all banks within the area of a 
residence that we had known the subject taxpayer to reside in, 

Q In other words, the various apartments that have 
been testified to you would go in the neìghborhood of those 
apartnr nt houses to the various branch banks. 

A Ycs, sir. 
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Q Now, introduccd into evidence were applications 
for apartrnent leases. I think you are familiar with them. 

A Yes, sir. 

Q And on several of those applications bank references 
are set forth. Did you go to the banks set forth in the 
references ? 

A Yes, sir. 

Q Now, when you say "yes," did you specifically go 

to the Loraine National Bank in Lorraine, Ohio, which is set 
forth on Government's Exhibit 15 in evidence. 

A Yes, we did, sir. 

Q Did you inquire? 

A Yes, sir. 

Q And I believe there is a Manufacturers Hanover. 

THE CC ,T RT: Excuse me, what was the answer from 
the Lorraine Bank? 

A I could not be positive, sitting here, sir. I would 
have to look and see. I know they gave us a loan account, 

I believe, for a car. I don't know off hand. 

Q Perhaps -- 

THE COURT: Well, did the Lorraine Bank tell you 
that Hines, Daniel, Williamson, Byrd, Mitchell had an account, 
a bank account, deposit account, checking account at the 


Lorraine Bank? 
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THE WITNESS: They said no; sir. 

THE COURT: They‘said no? They said five naraes 


didn’t have? 

THE WITNESS : That’s right. 

THE COURT: Ail right. 

Q Do yoo have any indication of the inquiry and the 
response froir l.orraine Bank.in your files of your investigatioi 

A I don't know off hand, sir. 

Q How was this reply transmitted to you? 

A An agent visited the Lorraine National Bank. 

Q And meie a specific inquiry to the various names? 

A Yes, sir. 

Q Wouldn't that agent write a report? 

A If it was a negative response frora the bank, he 
would not necessarily make a report. He would just say "no 
response" on it,or "negative." 

Q Wouldn't there be a general report of the agent as 
to all the banks he visited? 

A The particular agent who^covered Lorraine would 

just say, if there was a negative response frora the bank 
regarding any accounts , he would just tell rae tì.at, well, 
it's negative on the bank. 

Q Wouldn't it be the norraal procedure for him to 


write some sort of memnrandura? 
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2 

A It should be but I can't say that he did. 


3 

Q Do you recall any such memoranduni? 


4 

A No, sir. 

/ 

5 

Q Now, I show you Exhibit 38 ín evidence and the 


6 

Manufacturers Trust Co., 1513 First Avenue is set forth. Has 


7 

this particular branch been visited? 


8 

A I would have to look at the list of banks. 


9 

Q Is there such a list you can refer to? 


10 

MR. GALLOP: Can you provide the witness with the 


11 

list? 


12 

A What was the address on it? I forgot. 


13 

1513 -- yes, sir. That was checked. 


14 

Q And what was the result? 


15 

MR. PADGETT: Sorry, I didn't hear the response. 


16 

A I 'ra sorry. That bank was visited by one of our 


17 

agents. 


18 

Q What was the response? 


19 

A Negative. 


3 

Q Now, you have a written response to the negative 


21 

reply for that particular bank; is that correct? 


22 

A Yes, sir. 

J 

23 

Q Can you -- 

* | 

24 

A If this was just done by the agcnt and he indicates 


25 

it was a negative reply to that particular fact. 

J 


I 
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Q Shouldn't there be such similar response to the 
Lorraine Bank? 

A I say there should be, but I don t know of it, so -- 

Q Do you know if it exists? 

A No, sir. 

Q Now, did you check any other cities besides Lorraine , 

Ohio and New York City? 

A Regarding bank acccunts? 

Q Regarding bank accounts. 

A Not that I know of, sir. 

q Wcll, now, you were aware at the time you were in 
charge of this investigation that two or three automobiles 
werc purchased in California and that an address was given to 
the automobile agency and the finance company, a California 
address. Was any similar neighborhood canvass made about that 
particular address? 

•A No, sir. 

Q And I believe it is Govemment Exhibit 1 in evidence 
a driver’s license of the defendant with an address in 
Michigar., 3003 Cadillac Boulevard, was given. You were aware 
of the existence of that license and that address, weren't 



you? 


A Yes, sir. 

Q Was any canvnss made at the Michigan address . 


W 
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No, slr. 


Are you familiar with the location of the defendant' 


family? 



A Yes, sir. 

Q And where are they located? 

A Memphis, Tennessee. 

Q And do you know where they reside in Memphis, 
Tennessee ? 

A Off hand, no. I would have to check the records, 

but it was Memphis, Tennessee. 

Q And was any canvass made in Memphis, Tennessee? 

A I don't believe so, sir. 

q Are you familiar with the fact that defendant reside< 
in Chicago for a period of time? 

A No, sir. 

q Are you familiar with the fact that the defendant 
resided in Florida for a period of time? 

A No, sir. 

Q You are not. All right. 

I show you Govemment Exhibit 32 in evidence, which 
is the signature card from, I bclieve, the New York Bank for 
Savings, and as you will note, the dfendant gave an address 
on that signature card of 55 Walcott Terrace, Newark, New 


Jersey. 
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A Yes, sir. 

Q Was any check raade of the banks in the area of that 
particular address? 

A No, sir. 

Q Are you aware that the defendant is married? 

A Yes -- I don't know, sir, really. 

Q You seem to hesitate. Do ycu know that he is not 

married ? 

A I don't know that he is not married. 

Q Did you attempt to ascertain whether he was married 
or not? 

A By checking records, you mcan, sir? 

Q Yes. 

A No, sir. 

Q Did you atterapt to ascertain the name of his wife? 

A I had known frora records of a woman who was believed 
to be his wife, let me say that. 

Q Was any attempt made to check any bank records in 
the name of his wife? 

A No, sir. 

MR. GALLOC: Would the Court bear with me for a 

moment? 

THF. COURT: Of course. 


( Pause.) 
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2 

Q Were you awarc, in the course of your investigation, 

■ H 

3 

that the defendant resided in Detroit for a period of time? 


4 

THE COURT: In where? 


5 

MR. GALLOP: Detroit, Michigan. 


6 

THE COURT: You asked that. 


7 

A You asked that already. 


8 

MR. GALLOP: I'ra sorry. 


9 

THE COURT: That's in Cadillac. 


10 

MR. GALLOP: I have no further questions. 


11 

REDIRECT EXAMINATION 


12 

BY MR. PADGETT: 


13 

Q The Internal Revenue Service checked over A5 banks; 


14 

is that your testimony? 


15 

A Yes, sir. 


16 

THE COURT: Well, wait. Where did you get the 45 


17 

figure from? The oniy figure I have is 28. 


18 

Q That in 1973 the Internal Revenue Service checked 


19 

28 banks; is that correct? 


20 

A Yes, sir. 


21 

Q And found two positive responses and 26 negative 


22 

responses? 


23 

A TKat is correct, sir. 


24 

Q And then you say you had heard something about the 


25 

defendant being married ; is that a fair statement? 

J 
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Yes. 


Q Did you know the narae o€ his wife • 

A Not her last name, no. 

Q Had you examined records which indicated that the 
defendant's wife was either Constance Hines, Gloria Byrd 
or a number of other individuals? 

A Yes. 

MR. GALLOP: I'd have to object to the leading 

nature of these questions. 

THE COURT: Well, I'II permit it. 
q i n any evont, your testimony is that the Internal 
Revenue Service did not perform a neighborhood search in 
Detroit, San Franoisco, Chicago, New Jersey or any other 
areas in the United States save New York; is that correct? 

A That is correct, sir. 

q During the years 1968 through 1972, where did your 
investigation reveal that the defendant resided? 

A New York City, sir. 

THE COURT: Well, the years 1966, you told me that 
was the period covered. 

q The period 1966 to 1972, where did your investigatio 
reveal that the defendant resided? 

A New York City. 

q And did you make a neighborhood canvass of the banks 
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2 

■ 

in New York? 

3 

A 

Yes, sir. 

4 


MR. PADGETT: Very well. 

1 \ 

5 

RE-CROSS-EXAMINATION 

' 

BY MR. GALLOP: 

6 

7 

Q 

Is it your testimony, Mr. Clarke, from 1968, or 

8 

from 1966 

, the defendant resided in New York? 

9 

A 

My investigation showed 1966 residence i New York 

10 

on -- 


11 

Q 

Do you know when he came to New ^ork? 

12 

A 

I really can't say, no. 

13 

Q 

You say your investigation indicated he resided in 

14 

Chicago. 

Do you know when he resided in Chicago? 

15 

A 

' 

It was in previous '66, I believe. 

16 

Q ' 

And do you know how long he resided in Chicago? 

17 

A 

No, sir. 

18 

Q • 

Did you make any attempt to ascertain how long he 

19 

resided 

there? 

20 

A 

N o, s ir. 

21 

Q 

And what specific date, if you know, did he corne to 

22 

New York 

? 

23 

A 

I don't know the specific date. 

24 

Q 

Could it have been 1967? 

25 

A 

Possibly, I don 1 t know. 

J 
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Q Or 1963. 

A No, I brlieve -- no, he was in New York prior to 
'68, I believe. 

Q So he came prior to '68? 

A Ycs, sir. 

Q Which could have been '67; is that correct? 

A Yes, sir. 

MR. CALLOP: No further questions. 

THE COURT: Mr. Padgett? 

MR. PADGETT: No further questions. 

THE COURT: All right, thank you Mr. Clarke. 

(Witness excused.) 

MR. PADGETT: Your Honor, the remaining witnesses 
of this type would be the agents who conducted the inquiries 
yesterday. Perhaps we could speed matters up by stipulating 
or calling one of the witnesses and indicating the testiraony 
of the others would be substantially the same, with, of 
course, different banks other than the first. 

MR. GALLOP: I would like one witness to testify 

to the procedure which was followed so I can get some idea 

. 

of what was done. 

T}{E COURT: That sounds like a good idea. Why don't 

we get one. 


MR. PADGETT: Call Special Agent Watson to the 
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stand, please. 

CLARENCE WATSON, called as a witness by and 
on behalf of the Govemment, having been first duly sworn, 
testified as follows: 

DIRECT EXAMINATION 
BY MR. PADGETT: 

Q Sir, what is your occupation? 

A Special agent. 

• ^ 

Q With which service? 

TllE COURT: Mr. Watson, excuse me. If an Internal 
Revenue Service officer uses the expression "special agent," 
am I to understand that that's in the Intelligence Division? 
THE WITNESS: Yes, sir. 

THE COURT: And suppose a man is just an ordinary 
agent, just. audits returns, let's say, is he just an agent? 

THE WITNESS: No, sir, he would be an Internal 
Revenue agent. 

THE COURT: He would be an Internal Revenue agent? 
THE WITNESS: Yes, sir. 

THE COURT: So if the word "speciai" is used, then 
I should conclude that that's an Intelligence Division agent? 


25 


THE WITNESS: Yes, sir. 
THE COURT: Thank you. 
All right. 
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Q 

Now, sir, I direct your attention to yesterday. 


the 

7th 

of May, did you have a certain assignment yesterday? 



A 

Yes, sir, I did. 



Q 

Would you tell us what that assignment was. 



A 

To canvass banks in the area of one of the residences 



Q 

Ar.d what were you seeking, sir. 



A 

For bank accounts. 



Q 

In which names ? 



A 

May I refer to my notes, sir? 



Q 

Yes. 



A 

In the names of Bennie Hines, ..Ernest Williamson, 


Charles 

Daniels, John Webster, Ralph Byrd, Walter Mitchell. 



Q 

How many particular baoks did you visit? 



A 

1 visited four banks, sir. 



Q 

Can you tel us the names of those banks? 



A 

Yes, sir. Chemical Bank. 



Q 

And what is the address? 



A 

The address is 79th Street and York Avenue, Manhattan 

• 



First National City Bank at 1512 First Avenue, Manhat 

T 

tan 

. Manufacturers Hanover Trust Co., 1513 First Avenue, 


Manhattan. Lincoln Savings Bank, 1520 York Avenue, in Manhatta 

a. 


Q 

What was the purpose of your visit? 



A 

To locate any accounts, if any. 



Q 

For what periods? 
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4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 
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A For the period 1965 through 1972. 

Q And in each of the four banks visited, did you 
speak with an officer of the bank? 

A Yes, sir, I did. 

Q Do you know if that officer caused a records search 

to be made? 

A Yes. 

Q Can you tell us what the results of that search 
were? 

A They were negative results. 

Q For each of the names? 

A For each of the names. 

Q In each of the banks? 

A In each of the banks. 

MR. PADGETT: Thank you very much. 

MR. GALLOP: May the Government indicate whether any 
of the banks that were gone to had been previously gone to 
during the first, the September '73, investigation. 

Q Do you know, sir, if any of the banks you had 
indicated had been visited previously in 1973? 

A I believe so, sir. 

Q Which ones ? 

A Chemical Bank, that's at 79th and York, First 
National City Bank at 1512 First Avenue, Manufacturers Hanover 


25 
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Trust at 1513 First Avenue. 

There raay be more, sir, that I ara not familiar with. 

q of the banks you visited, those rhree had been? 

A Those are thc ones that are repeats. 

q But Lincoln Savings Bank had not been visited 
previously; is that correct? 

A That is correct. 

MR. PADGETT: I have no further questions. 

THE COURT: Anything else? 

MR. PADGETT: No. 

Would you stipulate that Joseph -- 

THE COUPvT: May we excuse thc witness? 

MR. PADGETT: Yes. 

THE COURT: All right. 

(Witness excused.) 

MR. PADGF.TT: Would you stipulate if Joseph Leonti 
were called to the stand that he visited the Bank of Commerce 
at 69 Fifth Avenue, New York, New York; Chase Manhattan branc 
at 62 Ninth Avenue, New York, New York; Manufacturers Hanover 
Trust Co., 79 Eighth Avenue, New York; the Chase 
Manhattan Bank at 84 Fifth Avenue; First National City Bank, 
111 Eighth Avenue, New York, New York; The Amalgamated Bank 
of New York, 11 Union Square, New York; Bnnco Creditó, 

1 Union Square, New York, Ncw York; and the Greenwich Savings 
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2 

3 


Bank, 101 West 14th Street, New York, New York; to determine 
whether or not these banks had any accounts for the years 


1965 through 1973 in the names Bennie Hines, Ernest Williamsor, 


5 

Charles Daniels, John Webster, Ralph Byrd, or Walter Mitchell, 


6 

and in each instance he received a negative reply? 

7 

MR. GALLOP: May I just make one inquiry, Your Honor' 


8 

Again the New York Bank for Savings is mentioned. I would 


9 

ask if that is the saroe bank branch as Exhibit 32. 


10 

MR. PADGETT: Exhibits 32 and 33 were exhibits 


11 

received frora the New York Bank for Savings branch at 86th 


12 

Street. Agent Leonti would testify he visited the New York 


13 

Bank for Savings at 81 First Avenue, New York City. 


14 

MR. GALLOP: That is a different branch and I will 


15 

so stipulate as to his testimony. 


16 

MR. PADGETT: That Special Agent Jacobs would testifj 

, 

17 

if he were called to the stand l:hat he visited a total of six 


18 

other banks and received essentially the same response in 


19 

response to essentially the same questions. That Special 


20 

Agent Stenhiewcz would testify that he visited a total of 


21 

seven separate banks and received in response to the same 

i 

t 

22 

questions essentially the same responses. That Special Agent 

1 

23 

Di Toraasso visited a total of seven separate banks and receivet 


24 

in response to the same questions essentially the same answers. 

V 

25 

MR. GALLOP: T will so stipulate, with two provisioní 

9 

i 

_ 
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Your Honor, ont*, that the Government indicates that all these 
branches were located in, I assume, in the florough of Manhattar 
MR t PADGETT: That is corrcct. 

MR. GALLOP: And that the banks indicated on Govern- 
ment Exhibit 1C, Chemical Nev; York Bank, Number 2, Bank of 
New York, arc not amongst them. 

MR. PADGEIT: That is correct, Your Honor. 

THE COURT: I don't think, Mr. Gallop, there is any 
Bank of Ncw York involved. 

MR. GALLOP: Excuse me, New York Bank for Savings; 
is that so? 

MR. PADGETT: That is correct. 

MR. CALLOP: Then I will so stipulate. 

THE COURT: All right. 

MR. PADCETT: Will you further stipulate, Counsel, 
that a total of 44 separate banks were visited at various 
times by agents of the Internal Revenue Service? 

MR. GALLOP: I have no objection to it but that 
speaks for itself. I don't believe it is proper for me to 
stipulate to it. 

MR. PADGETT: It does, Your Honor, except for the 
totals of the banks visited in 1973, and the totals of the 
banks visited yesterday, exceed 44, because a number were 


visited twice 
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THE COURT: Were duplicntions? 

MR. PADGETT: Yes. 

THE COURT: I realize that, because we have been 
talklng about 50, but the 50 has to be reduced and you say 
that the total of separate banks visited is 44? 

MR. PADGETT: That is correct. 

MR. GALLOP: If Mr. Padgett represents that, I will 
so stipulate. 

THE COURT: All right, and Mr. Gallop, if you want 
to see the records, I ara sure the Government would show it, 
so subjcct to correction, I am going to accept it is 44 scparat 


banks were vlsited. 


MR. PADGETT: Yes. 

THE COURT: Banks or bank branches. 


All right. 

MR. rADGETT: Your Honor, might I have about five 
minutes to speak with a witness in the witness room? 

THE COURT: Yes. 

MR. GALLOP: May I make a phonc cnll, Your Honor? 
THE COURT: Yes. 

(Rec ess.) 

MR, PADGETT: The Gcv ernment calls Roosevelt Bell 
to the stand. 


R00SEVELT B E L L , 


called as a witness by 














• 

A 1*78 


1 

°gs fìell-direct 206 


2 

thc Government, was duly sworn and testified as follows: 


3 

DIRECT EXAMlNATION 


4 

BY MR. PADCETT: 


5 

Q Mr. Bell, what is your address? 


6 

A Right now I am residing at Lewisburg Penitentiary. 


7 

Q Wili you toll us why you are residing in Lewisburg 


8 

Pcnitentiary? 


9 

A V/ell, I was arrested and convicted for the Mann Act. 


10 

Q Do you know what the Mann Act is? 


11 

A Transporting ladies across the state line for the 


12 

purpose of prostitution. 


13 

Q When wcre you convicted, sir? 


14 

A June 3, 19 -- June 6, 1973. 


15 

Q What sentence did you receive? 


16 

A Five years. 


17 

Q Have ycubeen convicted of any other crime, sir? 


18 

A Yos, I have been arrested for a lot of crime. 


19 

pandering, assault, pandering again, assault, murder -- never 


20 

got convicted of murder. 1 have been arrested for a lot of 


21 

crimes, you know. 


22 

THE COURf: Mr. Bcll, what is this word you use. 

- 

23 

panning? 


24 

THF. WITMESS: Pandering. 


25 

THE COURT: lr that the same as pimping? 

• 
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2 

A 

Yes, sir, it is. 

3 


THE COURT: All right. I undcrstand. 

4 

Q 

What is your occupation, sir? 

5 

A 

Well, l'm — I used to be a pimp. And ex-pimp. 

6 

Q 

When did you stop being a pimp? 

7 

A 

After I got arrested. 

8 

Q 

Which arrest was that, sir? 

9 

A 

Pardon me? 

10 

Q 

What arrest was that? 

11 

A 

June 3 -- June 6, 1973. 

12 


THE COURT: Excuse me, Mr. Bell, where were you 

13 

convicted 

for violating the Mann Act? 

í 

14 


THE WITNESS: I got convicted in Ncw Orleans, 

15 

Loulsiana 

• 

16 


THE COURT: In New Orleans, Louisiana? 

17 

<1 

THE WITNESS: Yes, sir. 

18 


THE COURT: All right. 

19 

Q • 

For how long had yau been a pimp? 

20 

. A 

About ten years. 

21 

Q 

Where had you been a pimp? 

22 

A 

All across the world, Atlanta, Chicago, Texas, 

23 

Hawaii, California; wherever. 

24 

Q 

Was there a place where you were more often a pimp 

25 

than othcr places? 
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A In New York, say. 

Q Can you tell us what a pimp is? 

A Well, a pimp is a man that sends the ladies out to 

work, he gets money from them, you know, they takes care of 
him. 

Q What kind of work do these ladies do? 

A Just sell their bodies, turn tricks on the street. 

Q Do you know anyone in this courtroom, sir? 

A I know the defendant, Bennie Hines. 

Q Can you point him out, sir, is he seated at the 
first or second table? 

A Second table, I guess. 

Q Is he the man closest to me or farthest from me? 

A Farthest froin you. 

MR. PADCETT: May the record reflect the witness has 
indicated the defendant. 

THF. COURT: Yes. 

Q How long have you known Bennie Hines? 

A About ten years. 

Q In what capacity did you kncx-; him? 

A Do you mean how close did I know him? 

Q Yes. 

A I know him real well, 

Q Did you have any conversations with him? 

__SOUTHERN ohthict couwt WePOWTEWS. U.t. COURTHOUSe_ 
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2 

A Hnd thousands of convcrsations wlth him. 


3 

Q How many? 


4 

A Thousands cf convcrsations. 

j| 

' 5 

Q For what period of time? 


6 

A For a period, the last eight cr nine years we have 


7 

been talkirg. 

< 

8 

Q Where did you have these convcrsation? 


9 

A Almost everywhere I meet him at, you know, New York, 

10 

in his apartment,on the streets, anywhere I meet him at we 

1 

11 

talk, we are really good friends. 


12 

Q Do you remember any specific conversaticns? 


13 

A You sce, we been talking about piraping, and that's • 


14 

all we talk about, iike two baseball píayers; they talk about 


15 

baseball, we talk about pimping. 


. 

16 

Q How frequent were your meetings with Mr. Hines? 


17 

A The longest I haven't seen him, it's been since I've 

1 

18 

been in jail, but otherwise I was seeing, we would bc in the 

9 

19 

same town all the time, but in New York, see him every other 


20 

day, sometimc I be with him all day, you know. 


21 

Q Does the name Judy mean anything to you? 


22 

A Judy? Oh, Judy, yes. She is one of Bennie's ladies 


23 

I mean, I hit hcr once on the street I think back in '69 or '7 

• 

H 

24 

and she went and told Bennie about it, and -- 

] 

25 

MR. GALLOP: Fxcuse me. I think the witncss is 

j_ 

J 


! 
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tcstifying as to v;hat Judy said. That would be hearsay. 

THE COURT: I guess that's right. 

Q Did you hit Judy? 

A Ycs, I did. 

MR. GALLOP: I think what the witness did to Judy 
is highly irrelevant. 

THE COURT: No, I think subject to connection, but 
I assunte it is goirg to lead to a conversation with the 
defendant. 

MR. PADGETT: It shall. 

THE COURT: But before we go any further, Mr. Bell, 
so v;c get this on thc record, when we talk about sending the 
ladies out to v/ork, 1 assutne that you are talking about the 
girls who go out and have acts of sexual intercourse with tnen? 
THE WITNESS: That is correct. 

THE COURT: All right. Now we've got that cn the 

record. 

Q You said you hit Judy? 

A Ycs, I did. 

Q Thcn shc left you? 

A Yes, she did. 

Q What happened thereafter? 

A Well, she left and Bennie — she went to see Bennie. 


Bennic caine back and he called me over, and he asked me what 
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happened, you know, and I told him I smacked one of his girls 
because she insulted me, so he didn't gct mad with me. He 
just told me, he said, if that bitch was out there taking care 
of my business she wouldn't have time to have nothing to say 
to you, you know, he said, she make good moncy but she is 
really flippy at the mouth, you know. 

He said, she's a real good girl, but she's really 
flip out of the mouth. . 

THE COURT: Flip? 

\ 

THE WITNESS: Yes. 

THE COURT: He said she was real flip out of the 

mouth. 

Q Did Mr. Hines say anything about her making money? 

A He said she make pretty good money. He said if 
she was out there taking care of his bus’ness she wouldn't hav« 
time to talk to me. 

Q Does the name Debbic Peterson mean anything to you? 

A Debbie, yes, she is a girl I was at Bennie's house 
one day and she came in from Minnesota to -- hc told me he 
copped a new girl from Minnesota. 

Q What do you mean by "copped"? 

A He had just gotten her to be his woman. 

Q Continue, please. 

. 

A So he sent her over to one of his ladics' houscs, 
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to Connie's house. So I saw Bennie about a week later and I 
askcd him v?hat happcned to Debbie, and he said that he had to 
get rid of her bccause she couldn't get no money, you know. 

Q oid Bennie say why he sent Debbie over to Connie's 


house? 


Because he said that he kind of haveto teach her a 


little more about the game. 

Q Which gane was that? 

A Whore game, drag game, any game he want to teach her 

q Do you know if Debbie Peterson was a prostitute? 

A She was. 

q Do you remembcr any incidents when Mr. Hines discuss 
firing girls? 

A Pardon me? 

Q Do you remember any incidents when Mr. Hines discuss 

firing a girl? 

A He told ire once about he was going to fire Diane 
bccause she couldn't get no money. 

q d 1*1 he say how much money she was making? 

A $237 a week. That ain't no money. 

Q Do you know what Diane did? 

A She sold — I mean, she was a prostitute. 


Do you remember any instanceí when Mr. Hines was 


gambl ing? 
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A Yes, we uscd to gamble a whole lot, one night we was 
^ambling, was lending each othcr money. So Bennie finally 
got broke and I told him — he owed mc nbout two-fiftý and he 
said he charged it to thc woman, charged the bit. That means 
charged the woman. 

Q Kow, sir, thcse conversations that you have related 
to us so far, can you tcll us approximately when they occurred 
s ir ? 

A Oh, most around '72, '73. 

Q Can you tell us which ones occurred in '73? 

A Thc gambling occurred in '73, Debbie Peterson 

occurred in '73, and Diane occurrcd in '73 ,also. 

Q Does the name Tony Brewster mcan anything to you? 

THE COURT: So Judy occurred in '72? 

THE WITNESS: No, that was bnck in '69 or '70. It's 
really Cough nbout the year. 

Q Docs tne name Tony Brcwster mean anything to you? 

A She was a girl I had once. 

Q When you say you had, in what capacity? 

A S!ie was my prostitute, she was my woman. She hnd left 
me and went to Bennie, you know. She -- I asked Bennie about 
it. Bennie told me that she wasn't doing nothing for him, she 
couldn't get no moncy, she was there wasting, I could have her 


25 


back if I wanted to. 
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Q Will you tcll us whcn that conversation took. place? 

« 

A In '73. 

9 

Q Did you ever discuss attorneys with Mr. Hines? 

A I got arrested back in December 15, 1972. He told roe 
about some attomey named Detsky and Kasner. He recoromended 
them to me because they would take care of all his bills for 
him, you knov/. He told me they was good lawyers, they had beat 
a case for him and he said all his ladies were using them and 
he told me they were good lav/yers. 

Q I didn't hear what you said. 

A He said he had used them, his ladics had used them, 
and he told me they v/ere good lawyers. 

Q You mcntioned the namcs of the attorncys. Does the 
name Kasner & Detsky mean anything to you? 

A Those are the attorneys, that's who it was. 

Q Did you ever visit Mr. Hines at any apartment? 

A Sure, i've becn a couple of times on 34th Street, 
77th Street, used to be on 34th Street all the time. 

Q Did Mr. Hines ever tell you anything about 34th 
Strcet? 

A No, but he liked the building because it was real / 
quiet and it was he likcd living there. 


Q Do you know that address on 34th Street? 

A If I'm not mistaken it is 333 East 34th Street 
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Q Do you know if Mr. Hincs lived there alone? 


3 

A Him and one of his ladies, Elaine Byrd. 


4 

Q What was that name, sir? 


5 

A Elaine. 


6 

q Do you know her last name? 


7 

A Byrd. I think the name is Byrd. 


8 

q Do you know what her occupation was? 


9 

A She was a whore. 


10 

q Did Mr. Hines cver discuss Elane Byrd with you? 


11 

THE COURT: Mr. Bell,was this word you last used 

lr 

12 

"whore"? 


13 

THE WITNESS: Yes. 


14 

THE COURT: All right. I wanted to be sure I under- 


15 

stood. 


16 

q Mr. Hines ever discuss Elaine Byrd with you? 


17 

A I am -- somewhere around -- somewhere around June or 


18 

July. 


19 

Q Which year, sir? 


20 

A '73. He said that Elaine had got real hot in New 


21 

York and hc had to send her to Mcmphis, you know, and after 

I 

22 

Elaine come back, we was talking and he said that he was going 


23 

to put her back on the strects because she couldn't ntake no 


24 

money doing nothing else. 


25 

Q What do you ir- an, put her back on the strect? 
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A Fut her back out there turning tricks. 


3 

Q What do you mean, turning tricks? 


4 

A Selling her body. 


5 

Q You mentioned the drag ganie before. Will you tell 


6 

us what Lhat is? 


7 

A The drag game is a game where ladies don't turn a 


8 

trick but, you know, she mostly talkíng with the fellow, playir 

g 

9 

him out of it, you know. 


10 

Q Did Mr. Hines ever mention any such activities to yoi 

? 

11 

A Well, once or twice he was telling me something about 


12 

Connie had took off a $40,000 sting. 


13 

Q What is a "sting"? 


14 

A A sting is vihen a lady gets money, you know, big 


15 

money, other than prostitution. 


16 

Q You mentioned Connie. Is that the same Connie that 


17 

Debbie Peterson was sent to? 


18 

A Yes, it is. 


19 

Q Does the name lleidi mcan anything to you? 


20 

A Hcidi, yes, I was at a birthday party one night and 


21 

I went up therc with Heidi, so v;e were there for awhile and 


22 

Bennie came in and we was talking and he said that he could 


23 

cop Heidi any time he could get ready, but he wanted to give 


24 

a littlc respect to thc nvan in his house. 


25 

Q Did he say wby he wantcd to cop • Heidi? 



I 
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A Shc nuide good moncy. 

THE COURT: Heidi was a girl, one — 

TllE WITNESS: . Yes. 

THE COURT: — one of Bennie's girls? 

THE WITNESS: No, she belonged to someone else. 

Q Do yoa ever remember a discussion involving Shirley 
and Connie? 

A Shirley and Connie? He mentioned Shirley and 
Connie once, he mentioned they good money tnakers. 

Q Do you know when that was, sir? 

A Probably '72, '73, something like that. I don't 

know. 

Q Do you know what occupation Shirley and Connic held 
at that time? 

A They was -- well, they was drag girls, you know. 

Q What do you mean by drag girl? 

A Girls go from city to city, playing, talking, talk 
people out of money, I guess. 

Q Does the namc Lisa Dunbar mean anything to you? 

A Oh, oh. Lisa Dunbar, yes. Hc said that he was going 

to fire Lisa Dunbar because she could make no money. She had 
bccn on the streets just jivìng around, not taking care of his 
business. 

q Did you evcr see Hr. Hincs strike anyone? 
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A Yes, I saw him slap Lisa Dunbar once. 

Q Did he say why he was slapping Llsa Dunbar? 

A Because she was out there playing around the street 
not taking care of his business. 

0 V/hat do you inean by his business? 

A Wasn't getting his money together. 

Í*1R. PADGETT: I have no furthet questions. 

CROS S -EX AMINATION 
BY ^iR. GALLOP: 

Q Mr. Bell, you say you came here from Lewisburg? 

A Yes. 

Q And you have bccn sentenced to five years in jail 
for a Mann Act violation? 

A Right. 

Q VJhen did you start serving the five years? 

A Sonowhore around June '73. 

Q And did somcbody contact you witli regard to Mr. 
Hines while you wcre in prison? 

A No, they didn't. 

Q Were you ever contacted by anybody with regard to 
your testimony here today? 

A Yos, sir, I was. 

Q Who contacted you? 

A Officer. -- 1 iíon f t cven kno\/ his nanc. 
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Q Someboily frotn the Internnl Reventic Service? 

A No, I think he's from the Narcotics Squad or somethi 
Q I see, and did they ask you about Bennie Hines? 

A At that time, no, they didn't. 

Q When wcre you first asked about Bennie Hines? 

A About three of four months ago. 

Q And who askod you then? 

A Who asked me about the first -- I think Mr. Clark^ 
asked me about Bennie llines first. 

Q Are you sure? 

A If I am not mistakcn, it was. 

Q When ycu say Mr. Clarke, is that the gcntlcinan sittii 
next to Mr. Padgett? 

A Yes, the one next to Mr. Padgett. 

Q And where did he discuss Bcnnie Hines with you? 

A Up hcre, in the courthouse. 

Q ln this building? 

A Yes. 





here? 


And how vere you brought herc, v;ho brought you here? 
I came back on a writ. 

And do you know who was responsible for your coining 


A The narcotic agents. 
Q The narcotics agcnt? 







1 


CftS 


A Right. 

Q And Mr. Clarko spoke to you in this building? 
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2 

3 

4 

5 

6 
7 
À 

9 

10 
11 
12 

13 

14 


15 


16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


A Yes. 

Q What did he tell you at that tiroe? 

A He asked me did I — you know, did I know Defendant 

Benn i?: Hinoj, nnd I said yes. 

Q What otlier questions did he ask you? 

A \vould I be willing co testify. 

Q He just said would you be willing to testify? 

A Yes. 

Q And what did you say? 

A I told hiro testify aliout v;hat? And he askod me if 
I know him an<l so roany things he asked me about I knev• and 
I told him I would. 

Q VJhat things did he ask you about? 

A I.ike what I just tcstified. 

Q In other words, he asked you the sarae questions 
Mr. Padgett asked you? 

A Ko, not exactly. 

Q Well, generally thc same questions? 

A Geíierally, he asked me if we had a conversation. I 
saíd yes. Hc said about what, and I said about the piroping 
r.nd stuff 1 ike tliat. 

Q So he ar.ked you if you ever had any conversations 
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with Bonnie Hines about pimping; is that correct? 

A Yes. 

Q And you rolated to him what you related in court 


today? 


Not exactly tho same words, but almost. 
Almost? 


Yes. 


Did you ever have any other conversations with any- 


one about Bcnnie Hines? 


Yes, I hve. 


With whom? 


With Mr. Padgett. 


And when did you have a conversation with him? 

I don't know the dates, but I talked to him a couple 


of times. 


Q When you say a couple of times, do you mean two or 
do you mean more than two? 

A More than two. 

Q Do you know how many times? 

A No, I don't. 

Q When was the first time you spoke with Mr. Padgett? 

A I'd say several months, about several months ago. 

Q • Is that after you first met with Mr. Clarkc? 

A About the tiine I met with Mv. Clarke. 
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So a fovr túonths ago; is that corrcct? 


A Yes. 

Q What did you tell Mr. Padgett then? 

A I couldn't rcmcrrber the conversation, but I know it 
was concerning the casc, you know. 

Q í’ow, you mean to say you can't rcmembcr what you tol< 
Mr. Padgctt several montlis ago and you can rcmembcr your convei 
sations with Bennie Hines in 19 — 

MR. PADCETT: Ob j e c ti on. 

THE COURT: Finish the question. 

Q -- you can remember your convcrsations v;ith Bennie 


Hincs in 19G9, 1972 and 1973? 

MR. PADCETT: Objection. 

THE COURT: I will sustain thc objection. 

A Ycs. 

THi COIJRT: í will sustain the objection as argu- 

mentative. 

Q y° u recall the substance of your conversation 

with Mr. Padgett, rhe first conversation? 

A Yes. Same thing Mr. Clarkc said to me about if I 
know Brnnic Hines. 

Q Did you knov; Bennie Hines? 

A Ycs. 


Q Difl he a ^k you to testify for the Covernment? 
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A He asked me would I tcstify, ycs. 


223 



Q And what did you say? 

A I told him yes, 

0 And did he ask you the questions that he would ask 
you in the courtroom? 

A He didn't — he asked me gcnerally the same questiom, 

something like that, pretty close to it. 

Q And then you had another mecting with him; is that 


' 




Q 

A 

Q 


correct? 

A I had scveral mectings v/ith him. 

Was it the same thing over and ovcr again? 

No, not a routine. 

Well, what else did you discuss? 

MR. PADGETT: Objection. 

THE COURT: No, I will permit any discussions 

between you and the witness. 

MR. PADGETT: Your Honor, may wc havo h bench 
conference at this time, please; on the record, of course. 

THE COURT: All right, Madam Reportcr, at the 

side bar. 

(At the sidc bar.) 

MR. PADGETT: Your Honor, the reason I have objected 
is not to avoid having this witness testify concerning conver- 
sations concerning thir case that I may have had with him, that 




rtmt 
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I think is fair Rame, there havc been instance where this 
witness and I have discussed other cases, which I don't thlnk 
are germane to the issue, and this is especially pertinent in 1 
of the fact that I belicve Mr. Gallop represents some cf the 
other defen<lants about whom I have discussed specific instance 
MR. GALLOP: I will rephrase the question. 

THE COURT: All right. 

(In open court.) 

Q According to your testimony with regard to Mr. Hines 
can you tell me what else you discussed with Mr. Padgett after 
the first meeting, at the subsequent meeting? Do you under- 
stand my question? 

A No, I don't. 

Q You have testified that you had a meeting with Mr. 
Padgett and you discussed basically the same thing you have 
discussed with Mr. Clarke; is that corroct? 

A Yes. 

Q Now, you say you met with hiin several times after 
that. Now, concerning Bennie Hines, did you have any other 
discussions besides — about anything besides what you have 
already discussed with Mr. Clarkc and Mr. Padgctt? 

A No. 


ie 


Q Did you evcr havc any dlscussions at all about 
receiving any consideration in return for your cooperation? 
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A Yes, wc had a discussion about that. 

Q Can you tcll me about that discussion? 

A Well, he told me that hc wasn't g° in 8 to. make me any 
promises but he would definitely write a létter to the judge 
who sentenced me to speak to the judge and tell the judge that 
I cooperated and he also told mc that he wanted me to get 
on the stand and tell the truth, not to help him, not to try 
to help Bennie. He said v/hatever I do, tell the truth and if 
I didn't tcll the truth he said he would send me to jail just 
as he would anybody else. 

Q I understand that. Now, let me ask you this: Do 
you recall Mr. Padgett saying to you to give an answer similar 
to v/hat you just gave, namely, that he told you to tell the 
truth? Did he evcr mention that? 

A 1 don't know anything about that; no, sir, not 
to me. 

Q Hc never mentioncd it? 

A No, sir. I have enough sense myself to get up and 
tell the truth. 

Q Now, let's talk about thc consideration. V/hat do 
you hopc to gain hy your testífylng? 

A Sir, this is one thing, I want to get out of jail. 

I have been a criminal all my life, understand this, and I'm 
tclling the truth, so if I gain, all the samc, all and good. 


HH 
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It’s all and v/dl , but I hope I galn something. 

Q You hopo you will get out of jail by testlfylng ln 

court? 

A I hope it will help *e ln the long run, not even to 
get out of jail. 

q What other help do you expect? 

A What other help do I cxpcct? Like I say, I ve been 

a criminal aLl my life, do you know? 

q You mentloned that you have been arrested and 

convicted of sevoral crimes, including assault, murder, pander 

ing; did you ever givc any falso testimony? 

A We all lic somotime. I never told the complcte 

truth. 

Q Did you ever lie under oath? 


16 | 

A 

rJo, I haven't. 


17 1 


a never took an oath and 

gave false testimony or 

V 


.something undcr oath falsely? 


19 l! 

A 

No, I haven't. 


20 

Q 

Never? 


21 

A 

No. 


22 

Q 

Have you lied from t iiae to 

t ime? 

23 

A 

Yes. 


24 


Have you ever licd in any 

of the occasions in the 


hopcs that you would not be elther arrestcd or convicted of 


25 
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a crime? 

A In my cases? 

Q In your ovm cases. 

A I can't remeinber^ but that I just completely lied 
under oath. 

Q When you say "coinpletely lie," did you ever lie just 
a little bit to help yourself? 

A I may have changed things around a little bit in my 
own case to help myself, but never completely lie. 

Q V/hen you say to help yourself, do you mean not to 
be convictcd? 

A Yes. 

Q Would that mcan so you would stay out of jail? 

A Yes. 

KR. GALLOP: No further questions. 

THE COURT: Anything else, Mr. Padgett? 

MR. PADCETT: Bricfly. 

REDIRECT EXAMINATION 
BY MR. PADCETT: 

Q Mr. Bell, you stated in the past you have lied to 
help yourself? 

A Yes. 

Q Have you evcr lied under oath? 

A No, I haven't. 
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MR. PADGETT: No furthcr questlons. 

MR. GALLOP: No further questions. 

THE COURT: Thank you, Mr. Bell, you nviy be excused. 
(Witness excused.) 

MR. PADGETT: The Government calls Police Officer 
James Rothstein to the stand. 

JAMES ROTHSTEIN, called as a witness by 

the Government, v/as duly sworn and testified <is follows: 
DIRECT EXAMINATION 
BY MR. PADCETT: 

Q Officer Rothstein, what is your assignment? 

A I am nssigned to the Public Morals Division, Central 
Invcstigation Section, Pimp Squad. 

Q New York City Políce Department? 

A Yes. 

Q For hov/ long have you been a police officer? 

A Since 1965. 

Q For how long have you been assigned to the type of 
work you do now? 

A Since 1967 I have been assigned to thc Th_rd Divisior 
rublic Morals, the Public Morals Division, P.M.A.D., and now 
I am assvgned to Public Morals Division, Central Investigation 
Section. 


THE COURT: Aad you hold the rank of detective? 
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THE WITNESS: Yes. 

Q Can you tell us what your current duties include? 

A Gathering intelligence and investigating ptmps and 
prostitutes involving in major crimes. 

Q What sources of intelligence do you have? 

A I úse tne pcople in the street, such as restaurant 
owners, hotel managers, doormen, anything involved with the 
pcople who cater to pimps and prostitutes. 

Q In the course of this intelligence gathering, have 
you had occasion to speak to pimps and prostitutes? 

A Yes, I do. 

Q Approximutely how many prostitutes and pimps have 

you spoken to? 

A I have spoken to over a thousand prostitutes and 
500 or more pimps and popcorn pimps. 

Q Could you tell us what a popcorn pimp is? 

A A popcorn pimp is a pimp who is a fledgling in 

the business and probably has one girl, if he has any, or is • 
looking to rccruit a girl to work for him. And a pimp is 
the bigger player, he usually has a number of girls working 
for him which may range from one to 15, 20 or more, who do 
various things such as boosting, regular prostitution, they ha 
drag gatnes and other different endeavors to make money for the 
pimp; 


25 
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Q What do you tnean by boosting? 

A Boosting is when a girl goes out and steals diamonds 
furs, credit cards and stuff like that. 

Q Do you recognize anyone in this courtoom? • 

A Yes, I do. 

Q Who is that, sir? 

\ 

A Bennie Hincs. 

Q Would you point him out, please? 

A The man sitting at the table there. 

Q Is that the man immcdiately to my right? 

MR. GALLOP: I will concede it. 

THL COIIRT: All right, ident ification is rm de and 

conceded. 


Q Have you ever spokcn to Bennie Hines? 

A Many times. 

Q Approximately how many times? 

A From 1968 to the present time, over 100 times. 

Q Do you remember any specific conversations? 

A Yes, I have had a numbcr of conversations with Mr. 


Hines. I don’t remember specifically the exact words of the 
conversations but a lot of them were dealing with the girls 
that were working for him as if they had been arrested or what 
kind of charged they had on him and if he would need a lawyer 
in the morning in court to get him out. 
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Q Do you rcmember any of Mr. Hines' respor.scs ? 

A Yes, a number of times after I told him if he needed 

a lawyer, I would see him the next morning In court and a 
lawycr would be there to represent the girls. 

THE COURT: Excuse me, Detective. Did I understand 
you to say that your duties involve pimps and whores who are 
involved in crimes? 

THE WITNESS: Yes. 

TIIE CCXJRT: So that ordinary prostitution, not 
relatcd to crimes, to other crime, ordinary pimping, is not 
a criminal offensc? 

TllE WITNESS: It is a crine in the City of New York. 

THE COURT: Rut the principal interest, I take it, 
of the police department from what you have told us is in 
pimping and prostitution connected with crime? 

THE WITNESS: Right. 

THE COURT: So that you don't normally -- you 
didn't arrest him simply because he was a pimp? 

THE WITNESS: No, no. 

THE COURT: I undcrstand. 

Q Was thcre a time, sir, in your police career when 
you were associated and you were involved with the crime of 
prostitution as a police officer? 

A Ycs, sir. 
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Q And during thnt period of tine did you have discus- 
sions with Mr. llines? 

A Yes, I did. 

Q Can you tell us approximatcly whcn that period was f 


This would have been in 1968 and '69, primarily. 
Now f did you evfir discuss police procedures with 


Mr. Hines? 

A Yes, in reference to the appearance of the girls in 
court, and what the charges of the crimes were ngainst him f if 
it was disorderly conduct the girls wouldn't need a lawyer and 
if it was prostitution or other related charges they would 
necd a lawyer incourt. 

Q Did you just inform Mr. Hines of this or did he make 
».ome inquiries? 

A At timcs I would tell him that thc girls had told me 
to tell him and at other tincs he would ask me about it. 

Q Did Mr. Hines ever discuss with you attorneys' fees? 

A Yes f he did. At one time he stated to me that the 

lawyers were charging an awful lot of money for his cases and 
one of tho girls that was with him at the time had told me thal 
one of the -- 

Q N'o, don't tell us what somebody else said f just what 
Mr. Kines said. 













sf 
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1 

2 

Whcn you said the attorncys wore charging too much 

I 

3 

for his cases, what cases do you mean? 


> 

4 

A The cases of the girls that were working for him. 


5 

THE COURT: He furnished the la\/yers for the girls 


6 

who were arrested? 


7 

THE WITNESS: Yes. 


8 

Q Did you ever remember discussing the weather with 


9 

Mr. Hines? 


10 

A Yes. If it was bad weather, a lot o£ times the 


11 

girls would approach us and ask to be arrested so they wouldn't 


12 

have to turn any moncy in that night, and we would tell them 


13 

it was too cold for the girls to work and they were arrested. 


14 

Q What was Mr. Hines' response? 


15 

A He said they should be out thcre working anyhow. 


;a 

THE CCURT: You mean working on the streets picking 


17 

up men on the streets? 


18 

THE WITNESS: Right. 


19 

THE COURT: Is that the idea? 


20 

THE WITNESS: Right. 


21 

Q Did you ever ask Mr. Hines if he had been to other 


22 

towns, to othcr cities? 


23 

A Yes, if I wouldn't see him for a couple of weeks or 


24 

a couple of days, I would inquire as to where he had been, and 


25 

on a number of occasíons lie had told me he was out of town, 

4 imct » ar a/\arrac ■■ m miiaruAiKr 

1 

M 

/ á ■ 
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2 

1 - . 

that things had bcen bad in New York or the heat was 

on and he 

3 

would go 

out o£ town, then he would come back again. 


4 

Q 

Did he say v/hat he was going to the other 

towns for? 

5 

A 

Not specifically what he was doing, but normally 

6 

he would 

have his girls along with him when he went 

to these 

7 

• 

vither towns. 


- 8 

Q 

Did you< ever discuss gambling with Mr. Hines? 

9 

A 

Yes, I did. 


10 

Q 

Did he ever indicate to you if he had won 

or lost? 

11 

A 

V/ell, he would tell me he had lost a lot of money, 

12 

he would 

have lost a lot, but he would never give me any amount 

13 

on it or 

anything like that. 


14 

0 

Did you ever discuss with Mr. Hines a prostitute’s 

15 

conduct? 


• 

16 

A 

Yes. There was one girl in particular one time I 

17 

told hlm 

Lf she didn't straighten out she was going 

i 

to get 

18 

lockcd up cvery night. 


19 

Q 

What did Mr. Hines say? 


20 

A 

He said he would talk to her. 


21 

Q 

Do you knov>/ v/ho that girl was? 


22 

A 

I don't remember the girl's name. I don't 

: remomber 

23 

what hor 

name was. 


24 

Q 

Do you know for v/hom she worked? 


25 

A 

Yes. 



J ' 
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Who? 

Bcnnie Hines. 

Do you know what she did? 

She was a prostitute. 

MR. PADGETT: No further questions. 

MR. Gí\LLOP: No questions. 

THE COURT: All right, thank you, Detcctive. 

(Witness excused.) 

MR. PADGETT: Your Honor, there are several stipu- 
lations which can be entered into which will shorten the 
trial, I believe. Certain by Mr. gallop and certain by myself, 
In addition, there is one additional witness for tlie Gove\*nment 
who is flying in from out of town and will be in at about 
12:30 today. That would be the last Government witness and I 
think if we could put him on at two o'clock we could probably 
be finished by 2:15 or 2:30. He would be a very short witness, 
I think we could best enter into those stipulations 
this afternoon as well, Your Honor, they should be fairly 
short, a total of five, no moro than an additional two or 
three exhibits to be entered with those stipulations. 

I would anticipate the Government resting this 
afternoon with one caveat which I would like to put on the 
record now. 


egs 

Q 

A 

Q 

A 


As Your Honor is aware, the Government had intcnded 
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to cail onn furthcr witness. Last v;cek we had asked for a 
dclay in ordor to locate that witness. That witness is still 
among the tnissing. And I would ask the Court's permission 
now for an adjournment of approximately one v/eek in order to 
locate the witness. If that is inconvenient to the Court or 
to counsel, I v.ould ask permission, if Your Honor is inclined 
to reserve decision on this non-jury matter, and I don't know 
if that is Your Honor's decision, but if he is so inclined, I 
would ask the Court’s permission in that case to re-open this 
matter sómetime prior to the rendering of the decision should 
that witness be located. 

MR. CALLOP: I would streruously oppose that appli- 
cation. I think the Covernment asked for one day and I had 
no objection to it. I certainly have no objections to the 
short adjournments during the course of the trial, but to keep 
the trial in limbo in the hopes that some witness may show up 

r 

I think is highly irregular and I would certainly oppose it. 

MR. PADCETT: Your Honor, I am not suggesting that 
the matter be kept in limbo or that if it is Your Honor's 
intention to rcserve dccision and request mcmorandums of law, 
that Your Honor's decision be reserved for any longer period 
than vrould normally require, but simpiy if it is Your Honor's 
intention to resei-\'c decision during that period of reservatior 
that I be allowed to re -open and introduce that one witness 
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13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 
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should she be found. Should that witness not be found and 
Your Honor is prepared to render a decision, I would not ask 
for any Curthcr adjournments. 

THE COURT: All right, v/hy don't we Einish the 
Covernment's case and then see wherc wc stand. 

' MR* GALLOP: I understand that, but as long as we 
are discussing that now, Your Honor, what the Government is 
proposing is that the Government rest but not entirely. I'd 
be forced to procecd and then possibly they will decide to 
re-open their casc v/hich is just — 

THE COURT: No. Mr. Padgctt, I think, is telling 
me he v/ill rcst at 2:15 or rest this afternoon at some time. 
Then he says at thc close of your case, if there is any — I 
don't decide the matter from the bench, bu* reserve my decisioi 
either to get a transcript or to look up law or for some other 
veason, he would like to be able to movc durlng thc period 
that 1 have the matter under advisement to re-open his case 
in the event he finds the v/itness. 

Am I stating it correctly? 

% 

MR. PADGETT: That is precisely correct. 

THE COURT: I can't see a thing in the world wrong 

with that. 


25 


Í-ÍR. GALl.OP: I would cpposc the application. 
THE COURT: i': hasn't been made yet. 


0 









1 


A 179 a 


238 


1 


M7l. CALLOP: All right, I assume wc will procccd at 
two o'clock. Is that correct? 

MR. PADGETT: Yes, sir. 

THE COURT: Mr. Padgett, do you have any cases on th 
question about affirmative proof of knowledge of the lcgal 
obligation to file returns? 

MR. PADGETT: I will be prepared to subrnit cases 
to Your Honor this afternoon if that is convenient for the 


Court. 


THE COURT: I wish you would. Of course, I have 


the Edwards case and I have I think the Thompson case, Judge 
Tiir.bers' case in Connecticut, affirmed upstairs. 

MR. CALLOP: I have prepared a memorandum of law on 
that point, Your Honor. 

THE COURT: All right, have you got an extra copy? 
MR. CALLOP: Yes, sir, I do. 


that? 


THE COURT: Could you give us a couple of copies of 


MR. SHAW: Your Honor, could I say one thing. It 


may save somc time because I chatted with Mr. Padgett about 
this bricfly during a roccss. I think that he and Your Honor 
i.;ero not on the same wavelength when you asked that question 
oarlier. I think he understood Your Honor's question to be 
whether the Covemmcnt had an obligation to call a witness 


SOUT^ERN oistnict court neponters. u.s. countnousc 
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2 

who woulcl actually tcstlfy to a convcrsat ion, for example, wlth 


3 

this defcndnnt in which hc said I know, I have an obligation 


4 

to filc, and I think that was the point hc was naking, that 


5 

we maintain we don't have to put on such proof. But obviously 


6 

on the elcfnent of wilfullnoss have to show circumstantially 


7 

an av/arcness of thc obligation. I usurped his function, but 


8 

t thought it would save some time. 


9 

THE COURT: No, but I will have some scrious questior 


10 

Mr. Shaw, about what I liavc heard so far as bearing on that. 


11 

Now, I havcn't found any cases like this. ln the 


12 

Thompson case a return was filed. The filing of the return 


13 

itself shows that — I beg your pardon — 1 am nixed up. In 


14 

Thoapson no return had been filed, but rcturns for earlier 


15 

years -- 


16 

Have you read Thompson? 


17 

MR. SHAW: I understand your point. 


18 

THF. COURT: Well, I think you should. In Thompson, 


19 

returns werc filed for certain years, and then a period of 


20 

time v/ent by and no returns were filcd, and of course there 


21 

the Govetnment had vcry little to prove as to the knowledge 


22 

of the obligation by the defendant, and so the defendant 


23 

testifled and testified to advice from an accountant that 


24 

thcre was a tcn-ycar plan in effect under whfch for ten years 


25 

a taxpayer could -- did'.'t have to report. And Judge Timbers 
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sinply as a tricr of thc fact, that v;as a non-jury case, said 

I refusc to bclieve it, and convicted. 

So, thcre is no realy problem of proof there. The 

Court o£ Appeols in oEUr.ning certalnly approved Judge Timbers' 
square l-.nldinr, that knowledge of the obligation had to be showr 

and he concluded that it was shown. 

In Edwards, thcve is a fasclnating footnote to 
Judge Hay's opinion, but there is a dissent in Edwards and it 
is very mixed up. So that what I am looking for is a case 
that says the circumstanttal evidence is enough to show 

knov/ledge by the defendant. 

MR. SHAW: Your Honor, I don't mean to usurp Mr. 

Fadgett's function. When we come back after lunch I am sure 

he will address himsclf to the problem. 

THF. COURT: No problem, we are all lawyers here. 

PADCF/rT: The Covernment could briefly mention 

a casc to Your Honor, which might be of assistance over the 
lunch hour that would be Schipani case, which is cited in 
1293 Fcd. Supp. It isa 1968 Eastern District case. In that 
case there was no filing of a rcturn. Cert. was dcnied. The 
Government’s allegation was that the dcfendant had earned 
money from an illagal source and gatnbling and the Government 
i n an optnion by Judge Weinstein showed through circumstantial 

f defendant's failure to file. 




evidenc-e thc wilfull nature o 
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MR. CALLOP: Ir, there a Court of Appoalr. dcclsion in 

that case? 

MR. PADCETT: Yes, it was affirmed. I don't have 
the citation. 

MR. SHAW: We will get it for you. 

MR. G,\LLOP: Which I thinlc are relevant to the Distri 

Court. 

THE CCX/RT: All right. Then v/e will resutne at 
two o'clock.. 

(Luncheon recess.) 
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clerk of the probate court of Shelby County for any rccords 
showing an inheritance by Bennie Hines, Jr. 
q And did you make such a search? 

A Yes, I did. 

q And did your search produce any records? 

A Yes, they did. 

(Government Cxhibit 107 marked for identification.) 
MR. CALLOP: I will stipulate they can go into 

evidence. I have seen it. 

THF. COURT: All right, mark it in evidence, Mr. 

Clerk. 

l.et me see it. 

(Government Exhibit 107 nceived in evidence.) 

THF. COURT: All right. 

MR. PADGETT: Your Honor, at this time Mr. Gallop 
and I are piepared to enter into certain stipulations after 
which the Government would rest subject of course to our re- 

quest as made cnis morning. 

I have no further questions of the witness. 

MR. GALLOP: I have no questions of the witness. 
THF. COURT: Thank you, Mr. Uatson. You may be 


excusod. 


(Witness excused.) 

MR. PADCETT: Your Honor, as I indicated, Mr. Gallop 
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and I intend to cntcr into certain stLpulations, and upon the 
entering of those three stipulation on the Government's part 
into thc record, and the introduction of certain exhibits 
connected thercto, the Government would rest subject to request 
that should Your Honor take the n»attcr under advisement we 
could during that pcriod seek to reopen. 

I must confess, however, that those stipulations are 
cn route here right now and have not yot been examined by Mr. 
Gallop. They should be here momentarily. 

THE COURT: Well, then, why don't we take a few 


minutes and let the clerk know when they are here, and mean- 
while, T should say my efficicnt law clerk has found an . 
cn banc disscnt decision in Edwards which I hadn't realized 
existcd and I ought to read it cn this pctnt, and I can take 
a few minutes while v/e wait to do that. This is on the questic 
about knowledgc of thc obligatlon to file a return. 

MR. SHAW: I think we have that. May we have the 


n 


citation? 


THE COURT: Yes, I agree you hadn't yet had a chance 


334 F.2d. 

Mi. SHAW: No, we don't. 

THE CCURT: It is pretty important. 
334 F.?d 360. 


It is the dis ; ,cnt en banc which reinstated the 
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conviction nnd affirned it, but I havcn't read thc opinion. 

I will take a few minutes while we are waiting for thc stipu- 
lation. 

(Recess.) 

THE COURT: I think I gave you the citaticn to 
Edwards en banc, did I? 

MR. PADGETT: Yes, sir. 

THE rOURT: And cert.donied 379 US 1000. 

MR. SHAW: We have it, Judge, and both sidos have 

read it. 

THC COURT: All right. 

MR. PADGETT: Your Honor, at. this t ime the Covcrn- 
ment introduces as Government's 109 a slipulation to the 
effect that if Sunny Sjgalkin were called as a witness she 
would testify that she is the manager of J.I. Sofa, Inc., 
a real estate management corporation which manages a building 
located at 1 Sherman Plaza, Hew forlc, and she is fatniliar with 
the business record-keeping procedure and business records 
maintained by the J.I. Sofa Corporation and that she personall\ 
withdrew from the files of the J.I. Sofa Corporation Governmení 
Exhibits 110 and 111, which are various documents relating to ! 
the rental of an apartment and an application for that particu- 
lar apartment. 

(Government E'.hibit 109 received in evidence.) 
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TIIP: COUllT : All ripht . 

MR. PADGETT: The Gcvernment then offers into evi- 
dence as Government's 110 the lease for Apartment 33-E at 1 
Shermnn Squnre referred to in Miss Segalkin's stipulated 
testimony, and as Government's 111 th : *pplication for that 
apnrtment. 

(Government Exhibits 110 and 111 received in 

evidence.) 

THP: COURT: All right. 

MR. PADGETT: The Government offers as Government's 
112 the stipulnted testimony of one Harold Gregory, previously 
called as a witness, that if Mr, Cregory were recalled he woul< 
testify substantia1ly as he did on direct examination that he 
is familiar with the record-keeping procedure of and the 
records mnintained by Ptngelman & Co. by virtue of his employ- 
ment by Engeltnnn as manager for some twelve years.and that he 
recognizes Covernment hxhibit 113 as an application for a 
lease, for a certain amount, at 333 East 34th Street, and that 
this record is maintained by Engleman in the ordinary course 
of business, and that the cntrics thereon were rrade at or 
about the times indicated. 


( kivernment Exhibit 112 received in evidence.) 

THE COURT: All right. 

t^R. PADCETT: Government Exhibit 113 is the application 
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for an apartment referrcd to in Covernmcnt' s 112. 

(Governmcnt Exhibit 113 reccived in evidence.) 

THF. COUXT: All right. 

MR. PADGETT: The Govermnent would cffer as Govern- 
ment Exhibit 108 the stipulated testimony of Erna Ellis to 
the effect that if she were called as a witness she would 
testify that in 1971 she was the manager of the Hotel Bolivar 
located at 230 Central Park West and recelvcd as paymerts for 
room rent of Room 11-K at that hotel the sum of $600 in cash 
from the defendant Bennie Hines. 

(Government Exhibit 108 rcceived in evidence.) 

THE COURT: All right. 

*«• 

MR. PADGETT: Your Honor, there remains one final 
issue. I know I indicated yesterday that the Covernment would 
seek t6 connect through further evidence Government's 18 and 
19, which are the bank rccords of the Chemical Bank made in 
the name of Mr. Charles Daniel to the defendant. The Govern- 
ment at this time has no further witnesses and I would be 
prcpared to argue that there has been sufficicnt connection to 
allow them to be admitted into evidence completely. 


23 

24 

25 


TrtE COURT: May 1 see 18 and 19. 
MR. PADGETT: Yes, sir (handing). 
THF. COURT: Mr. Gallop? 


- Í4R. GALLOP: Two points. Of course the narae itself, 
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Vour llonor, but nlso thc nddress 104 West 70th Street, there ts 
nothing in evidence to indicate the defendant or anyone associ- 
atcd with the defendant was ever located at that address. I 
would therefore movc to strike Exhibits 18 and 19. 

MR. PADGETT: Your Honor -- 
THE COURT: Yes'í 


MR. PADGETT: May I be heard, sir. 

It is true that there is absolutely no aridence in the 
rccord to connect the defendant with the address listed on the 
application. There is, however, ample evidence to connect the 
defendant with the namc-Charles Daniel. Your Honor will examin 
the items introduced in evidence which were stipulated to, I 
believe they are the records of the Simon Furniture Company, 
there is an indication that doring the period 1968 there was 
furniture delivered to Mr. Ben Hines in Apartment 4-E at 400 
East 77th Street. That v/as the period of time th-': Mr. Charles 
Daniels was the lessor of that particular premi 

THE COURT: This is not Daniels, this is Danlel. 

MR. PADGETT: I'm sorry. j 

I 

THK COURT: D-a-n-i-e-1. 

. 

MR. PADGETT: If Your Honor is not inclined to accept 
it on tbat basis, 1 would suggest to the Court it can be 
accepteJ under the theory that the Covernment has expended 
every reasonable effort to locate the bank accounts and financi 


1 
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2 

rcsources of the defendant under v.hntever name he utilized, 

3 

that is to say with thc evidence that the Government has search 

4 

the banks in every concoivable alias utilized by the defendant 

5 

or aliases which approximate that, and that is the best we 

6 

could do with respect to that evidence. 

7 

THE COURT: For the moinent, I am going to reserve 

8 

decision on the motion to strike of Mr. Gallop. 

9 

MR. PADCETT: Your Honor, the Covernrnent has no 

10 

further evidence and the Government rests. 

11 

THE COIJRT: All right. The Government rests. 

12 

Mr. Gallop? 

* 

13 

MR. GALLOP: At this time, Your Honor, I move for 

14 

a judgment of acquittal based upon the fact the Covernment has 

15 

failed to make out a prima facie case. I think it was clear 

16 

frcm the outset of this triai that the issue would be whether 

17 

or not the Covernment had, one, sufficiently established the 

*>; 

expenditure theory in order to show -- 

19 

THE COURT: What is the expenditure theory? I asked 

20 

when we started was this solely a net worth case, and I was 

21 

told it was a combination of net worth. And I said, what is 

22 

the other theory. And then I think Mr. Padgett told me it was 

23 

an expenditure theory. I have looked it up. I find no such 

24 

theory in the books. The word I was looking for was the bank 

25 

dcposit thcory. 
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MR. GAI.LOP: Right. 

THK COURT: There are two theories, the net worth and 
the bank dcposit theory. I never heard of an expenditure theorjr. 
There rnay be some cases, but I havén’t been cited them. 

MR. CALLOP: The expenditure theory, as I understand 
it to be, is simply an extension of the net worth theory where- 
in the poof shows -- 

THK COIJRT: I think the Government would agree there 
is no basis v;hatevcr for the net worth theory here. The 
Government promised that it would prove that at the beginning 
of the tax year.— What's the ficst year, 1968? 

MR. GAl.LOP: That is correct. 

THE COUP.T: -- the defendant had a zero net worth. 

There is no proof of that. I guess the Government concedes. 
There is not the slightest proof, not a scintilla of evidence. 

MR. PADGETT: The Government's position v«uld be we 
have asserted every reasonable effort to prove it and were not 
able to prove the net worth at the beginning or close of the 

year. 

THE COURT: So the net worth theory is out and there 

is no bank deposit theory? 

MR. Gr\LL0P: No, Your Honor, there is none. So I 


agree. 


THE COURT: It seems to me the Govemment's case has 
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to be throv’n out because there is no proof he hnd more than 
the minimuin amount of income. 

Without getting to the difficult question of law on 
which I have been concentrating thus far, namely, whether he 
has to be shown to have knowledge of the requirements of the 
income tax law that he file a return, which is that his gross 
income is more than the minimum amount for each year -- 

MR. GALLOP: I certainly -- I think at this point, 
Your Honor, I can honestly say I agree with you. I don't thin 
the Government has shown by direct proof -- 

THE COURT: Mr. Padgett, where does the Government 
have proof that in the year 1968 the defendant ha’d gross incoirn 
of more than, what is it, $1700? 

MR. PADGETT: Your Honor, I believe that the Govern- 
ment in its opening statement never indicated that, except in 
several• isolated instances we would show receipt of monies by 
the defendant. We did, however, indicate that we would show 
expenditures of money by'the defendant and ask the Court to 
conclude from the expenditures and from the fact that we had 
at least attempted to determine whether or not there were othei 
reasonable sources of income,that the defendant had in fact 
received incone which would allow him to make the expenditures, 
THE COURT: Yes, but that's assuming that at the 
start of the period, of the counts, in this inforination, you 
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had proved that he had a zero net worth, so he had absolutely 
nothing to start with, but for all 1 know he may have had 

$100,000 in cash on January 1, 1968. 

MR. PADGETT: Yes. Your Honor is referring tc what 
is known as the black box theory, did the defendant have prior 
to thc commencement of the search any assets from any source 
which would allow him to make those expenditures without the 
necessity of receiving income. 

THE COURT: That's right. \ ] 

MR. PAD :T: I believe it is not the Òovernment's 
obligat im to show, to negate completely the possibility of sucll 
sources of funds. It is the Government’s responsibility under 
case law, Your Honor, and I will be glad t~ prepare a memo to 
that effcct, it is the Government's obligation to indicate to 
the Court that it has exerted every reasonable effort to 
detormine v/hat the defendant's possible sources of funds were, 
and I believ . the Covernment has sustained that burden, Your 


Honor. 


THE C0URT: Well, in other words, in every criminal 


case, if the Government proves that it has made every reasonable 
effort to secure evidence to prove the guilt of the defendant, 
and just hasn't been able to do it, then the Court has to 
convict him because the Government has done everything it coul 
to convict him but it couldn't do any more than it did, so 
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thereforc he is guilty? 

MK. PADGETT: No, sir. The Government's position is 
the Government need only assert its best efforts to detcrmine 
the zero starting balance, to determine whether or not the 
defendant had a black box full of money someplace before 1968 
and from that withdrew funds to finance himself during '68 
through '17. Once we had asserted our best efforts, our reasor- 
able efforts as demonstrated by the evidence to show that 
there was no cash hoards, so to speak, and we do show beyond a 
reasonable doubt that the defendant did make expenditures, and 
we do show beyond a reasonable doubt his efforts to conceal 
himself and to conceal the sources of his income, and we do 
slow beyond e reíisonable doubt the wilfull nature of that and 
beyond a reasonable doubt that he did not in fact file, the 
Government has sustained its burden. I am not suggesting -- 

THE COURT: I must say, Mr. Padgett, to me that souncis 
like nonsense. You are telling me that in dolland against the 
United States, where the net worth thcory has been definitively 
iaid out, th.at they say that the Government does not have to 
prove the net worth of the defendant at the beginning of the 
taxable year; all it has to do is to show that it has done the 
best it could to prove the net worth of the defendant at the 
beginning of the taxable year and having proved that, it has 
made its best effort, the Court can therefore find that he had 
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zcro nct worth? To me I must say with all due respect that 
sounds utterly nonsense. 

Mll. PADGETT: I am not saying that, sir, and I 
apologize if that is the impression I gave. Perhaps what I 
intcnded to say was that the Government by the presentation 
of its cvidence to the Court has shown that there was no 
discernible source of incom4 for the defendant. ?’ e have 
proven he was not employed for a period of time prior to the 
starting point of the years. We have shown that he did not 
have an inheritance that we can discover. 

THE COURT: I thought you told me that you didn't o 
produce any evidaiiie of his net worth. Now you are telling 
me that you have evidence from which I should make a finding 
of fact that his net worth at the beginning of 1968 was zero. 

MR. PADGETT: We did not bring affirmative evidence 

% 

of his net worth of those years. We have brought circumstant it 

fr 

evidence allowed in Holland which would allow the Court to 
infer that his net worth was such that the Court could concludi 
the impossibility of a cash hoard. That's what I am asking th< 
Court to conclude. 

»-1R. GALLOP: Your Honor, may I just inake one comment, 
because perhaps I am in error as to the nature of the evidence, 
But in my cross-examination of the witnesses, I believe the 
farthest any witness weat back, with the exception of the 
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witness who carae from Tennessec, was 1966. There was no 
atterrpt to find out any net worth of the defendant prdor to 
the ttme he came to New York, which was in 1967, where I 


indicated that there might have been an inheritance in the 
county where his parents lived. The Government made, for the 
first time made an effort, and lo and behold, they c ame up witlj 
an inheritance, so 1 think if the evidence shows anything it 
shows no attempt was made. 

THE COURT: Would I be justified in finding that 
the defendant was a pimp in 1967? t 

MR. PADGETT: Not only would you be justified in 
finding that, sir, you would be justified from the evidence in 


finding that he received monies froin his activities as a pimp 
during those years. 

THE COURT: 1967 is not a count that is here 

involved, is it? 

m. PADGEIT: That is correct, sir. 

THE COURT: Well, then, since we know that the moralí 
of the country are getting worse, his earnings through the 
?itls in 1967 could for all I know have been enormous. They 
could have amounted to $100,000. 

MR. PADGETT: That is correct. 

THE COURT: So he starts off January 1, 1968 with 


$ 100 , 000 . 
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MR. IVvDGETT: Kxcept, Your Honor, we have shown 
affirmnuively that the defendant did in fact engage in that 
very sane business.u..ich earned him $100,000 in '67,: in '68 
through '72,and follov/ing Your Honor's logic, he would have 
earned at least $100,000 in those years. That is ample 
evidence, Your llonor, that there was income receíved by the 
defendant during those years. 

THP. COURT: Yes, but for 1968 I've got to find beyond 
a reasonable doubt that he had nothing to start with, and that 
he earned more than X dollars in that year, and I am telling ' 
you that I can't find that he had nothing to start with. 

MR. PADCETT: Perhaps I am confused, Your Honor. 

If Your Honor concludes that he did earn monies during any of 
those tax years, the zero starting point is immaterlal. The 
zero starting point is only material if Your Honor decides to 
concludc upon the expenditure theory that since there were 
expenditures there must have 'been income. But the Coverr.ment 

has really proven its case on two grounds: One, the expenditute 

» 

which — 

THE COURT: l/ell, expenditure is out, because that 
could have cotne from earnings in 1967. 

MR. PADCETT: In that case, Your Honor, the Governmert 

y 

submits that we have shovn that the defendant was engaged in 
the regular course ofbusiness during the years '68 through '72 


=2 
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and the Governmont has shcwnthíit that business brought him 
certain income. Whether that business be thatof prostitution 
or that business be that of receiving monies from confidence 
wome.i or drag women, I think it is referred to by one of 
the witncsses, it is iminaterial. Thc defendant received incomt 


received. 


THE COURT: But you have not proved how much he 


MR. PADGETT: We have proved, Your Honor, that the 


defendant received on one occasion $232,000 excuse me, 
$A0,000. We have also indicated that on one occasion the 
defendant who, if you would believe other evidence, was 
regularly mpaged in the business of promoting prostitution, 
struck one of his prostitutes for failing to bring him in 
one week's time more than $300. 1 think it is perfectly 

reasonable for Your Honor to infer a man who is engaged in 
the business of prostitution and employed thenumber of prosti- 
tutes referred to by Mr. Bell, did in fact receive, if he only 
received $300 in one week's time, he must have receiving 
something more than the minimum required by law during the 52- 
week period. And there is ample evidcnce, Your Honor, that 
Mr. Hines engagcd in the business of promoting prostitution 
for the full five-year period. There is ample evidence to 
irt^icate that in one weok’s period, in that five-year period, 

à 

he was unhappy with one girl of many who provided him with 
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only $300. 

I thihk Your Honor can reasonably infer from the 
totality of the evidence that Mr. Hines was engaged in a 
continuing course of conduct which was in fact a lucrative 
course of conduct, and which in fact gave to him sufficient 
income to recjuire him to file the income tax form. 

THE COURT: Wcll, if I thought it were truly necessar 
to study the rccord and the stipulations of the Govcrnment in 
this matter, I would ask for the stenographic transcript and 
I would study that and I would study the detailed stipulations, 
but I don't think it is necessary. I have no doubt whatever 
that the defendant is in a general sense a bad man, 1 think 
that although there has been no proof of it, I think it is a 
reasonable assumption t’nat he had more than a minimum income 
during these years. 

I think that it would also be a reasonable assumptior 
that he kncw that he ought to file an income tax return, and 
of course the reason that he didn't file the income tax 
return was that this income was fron^ illegitimate sources and 
he failed to do so. 

On the other hand, evidence on which the Government 
relies to shov/ that he had knowledge of the legal obligation 
to file the income tax returns, namely, concealment, is 
consistent with a desiro to conceai the sources of his income 


♦ * 
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from the New York Ctty Pollce Department or the police authori 
ties of the City of New York i^here his occupation was illegal 
and where he was certainly aiding and abetting an illegal 
activity of the girls employcd by him. 

Therefore, even if the concealment, without more, 
could be evidence of the defendant's knowledge, in this case 
it seems to rae the evidence is equivocal, and I would have to 
say that I couldn't find beyond a reasonable doubt that the 
defendant knew that he had to file an income tax return, and 
so far as I know, there hasrhever been -- I have not found a 
precedent for this type of case. All the cases that I have 
read, and I have read qu : te a few on this point, are cases 
where tax returns had been filed in some period, as I indi- 
cated earlier. And then, as to the Government's proof that in 
each count the defendant had received income which should have 
been reported cn his tax returns, I couldn't find that beyond 
a reasonable doubt, so I really think that I have to acquit 
the defendant on all counts. 

MR. SHAW: Your Honor, may I be heard very briefly? 

THE COURT: Of course. 

I think the Government's case is about as weak as 
I have ever seen, Mr. Shaw. I know it is a hard case to prove 
It is a híird case to prove. But that doesn't remove any 
responsibility. Of course I will hear you. 


25 
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MR« SHAW: No qur.otion that doesn't affect the degret 
of our hurden. 

Your Honor, it seems to me listening to the Court 
there is no question that the problems Your Honor has are 
questions of legal sufficiency, they are not questions of 
credibility or anything of that kind. 

THE COURT: No, no. 

MR. SHAVJ: I would like to ask tliat we be permitted 
to brief both the points concerning the Court: One, the 
question of whether the so-called expenses theory has any 
value as put fc-th in this case, and, two, the question of 
wilfullness. I confess to myself being an expert on the 
merits of these two questions, and I think frankly we should 
have had both of those things briefed before now. But I think 
we can do it quickiy and I believe it to be accurate. I 
believe it to be accurate that the extent to which the Govern- 
ment must on its direct case exclude non-income sources which 
could account for expenses made in tax years. the extent tc 
which the Government rnust exclude that on its direct case, 
is affected by the extent to which it does prove a probable 
source ofyincome, that is, the Government's burden to exclude 
possible non-income sources is greatest in those cases in whict 
it doesn't come forward with a theory of probable income. 

Now, if there is one thing that we are strong on 
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in this case it is that this man undoubtcdly earned income 
on a regular basis in the tax years in question trom prosti- 
tutei,taxable income, Your Honor is right that we can't put a 
dollar figure on it. V7e haven’t been able to produce a 
prostitute. The woman that we wanted to call and havenot 
been able to locate is a prostitute and her testimony, althoug! 
very brief, would in fact relate, I think -- Mr. Padgett, 
correct me if I am wrong -- to a proposal he macla to her 
to be on his —? part of his group at a certain amount of 
earnings, so it would add to the small amount of proof we have 
through Beli about the fact that this man fired a girl because 
she was only earnLng $200 a week. We can't prove the precise 
amount but we certainly havc proved that this fellow was 
earning old fashioned taxable income in the tax years in 
question. 

Now, I believe it is accurate that when we do a 
good job of that, which under the circumstances I think we 
h? a done, or done a sufficient job, a sufficient job of 
proving that the man did have taxable income, I believe it is 
true that our burden to exclude non-income sources to account 
for expenditures which we have proved is less. 

I believe that to bn accurate. I'd like to have a 
chance to brief it. As I lísten to Your Honor, I think that 
we roay be really dead w’-ong on our sufficicncy here, but I am 
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not sure of that, and since it is a simple question for us even| 

to satisfy the Court on it or not satisfy on V , I ask that we 
have that opportunity, either there are cases that are going 
to say that what we have done here is sufficient or there are 
not, and I think frankly, I have taken for granted and I think 
Mr. Padgett being ncw to tax cases as well, I think we both 
more have taken this for granted than we should have, on 
account of the rigorous review procedures within TRS, this serijes 
of cases has been reviewed as they all have up the line, and I 
know that the tax division people were satisfied that there wai 
sufficient so-called starting point proof here. But as 1 hear 
Your Honor talking about your reaction to it, it is obvious 
what is bothering us, sir. In any event, I think we can come 
up with an answer quickly and I urge the Cart not to hand dowrv 
a verdict -- 

THE COURT: If you tell me the Covernment vantk. 
more tirnc,' 1 certainly am not going to be hasty about it. 

This is a fairly recent case. 

Now, Mr. Gallop, I have fotgotten whether you rested 

or not. * 

MR. CALLOP: No, l hadn't, Your Honor. 

THF. COURT: We had better clear that up before we 
leave this afternoon. 

MK. f.HAW: Mav I add one other point, if I may. 


I 
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THF. COURT: Wait a minute. this was on your motion 
to dismiss. 

All right, l v/ill reserve decision on your motion 
to dismiss, so we'll talk about the program afterwards. Let's 
finish the taking of evidence. 

MR. GALLOP: I have two stipulations. 

THF. COURT: A motion for judgment of acquittal? 

MR. GALLOP: That is correct. 

THE COURT: All right, I will reserve decision. 

MR. GALLOP: I have two stipulawions. One stipu- 

lation I have prepared indicates that L.^ted States of America 

has no record of any tax return on behalf of the defendant, thi 

United Statcs of America will not introduce any W-2 form and 

the United States of America will not introduce a 1099 form. 

These are forms which indicate the receipt of income. I would 

just call upon the Government to further stipulate that they 

have nothing in their records, nc W-2 forms or 1099 forms in 

their records that t'.iey know of pertaining the the defendant. 

MR. PADCFTT: Your Honor, the Government has not 

offered and I think the Court can be assured if we had them we 

would offer them. I am not about to stipulate they are buried 

( 

someplace in Martinsburg, West Virginia. There is not 
something that cannot be found after an enormously long and 

SOUVMCNN OIITNICT COUNT RtPOflTtRÍ, U.l. COUNT HOUSC 
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.‘•tR. GALLOP: I will accept Mr. Padgett's represen- 


tation. 


THF. COURT: Wait, what is the representation? 

MR. CALLOP: There are no tax returns, W-? forms or 
1099 forms in the name of the defendant. 

THF. COURT: No tax returns, no W-2 forms, no 1099's? 

MR. CALLOP: Right, to be offered in evidence on 
behalf of the defendant Ben Hines. 

The other stipulation -- 

THE COURT: Wait. So the stipulation is that there 
are no tax returns, no W-2 forms and no 1099 forms of the 

defendant. Is that it? 

MR. GALLOP: Yes. 

And the other stipulation is that with regard to all 
of the forms and applications submitted — I think I am better 
off reading it. 

"Any employment set forth in any document introduced 
in evidence is false or fictitious. The Government has no 
knowledge of any wages or salaries received by the defendant fo 
the» years set forth except in Covernment Exhibit 24," and 
Covernment Exhibit 24, if you recall, was from the Social 
Security Administration and indicated in the years 1960 or 61, 
'61 and '62, s«v< ral hur.dred dollars were earned as an attendan 
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in a pool room. 

THF. COURT: Is that going to be an exhibit? 

MR. CALLOP: Yes. All monies claimed to have been 
obtained by the defendant for thc years set forth in the 
indictment are from the iilegitimate soiirces tesulfied or 
stipulated to. 

Again, the point of this is sirnply that there is on 
scme of the applications indications of employment at an 
automobile agency and a consulting agency, and rather than 
bringing in v/itnesses to say that he was not employed there, 
thc stipulation will answer those. 

THK COURT: Are both those to be in evidence? 

MR. GALLOP: Yes, sir. 

THK COURT: All right. Then, Mr. Clerk, would you 

take them and mark them. 

What is thc next Defendant's exhibit? 

MR. CALLOP: Thc defendant would then rest. 
(Dofcndant's Exhibits D and E received in evidence.) 
THK COURT: And the dcfendant rests? 

4 

MR. GALLOP: That is correct. 

THE COURT: Any rcbuttal? 

MR. PADGETT: No rebuttal. 

THF. COURT: All right, now, then, let's talk about 
what tho Govcrnment wants to do. I have indicatcd my vicws 
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but if the CovernmenL wnnts more time -- I can't believe, Mr. 
Gallop, it does you really any harm. The defendant is not in 


custody. 


MR. CALLOP: Obviously, though, his concern about 


the final outcome is such T wouid only ask the Court to be as . 
brief in time as possible. 

THF. COURT: Well, l don't really see how we can 
entertain seriously conviction of the defendant uniess I 
have a transcript of the record. I mean, I hrve made notes, 
but this involves counts relating to separate taxable years. 

I would hope the Government would go Lnrough the evidence and 
separate it out by taxable years and rel ieve me of the burden, 
but at some time I am going to have the burden of taking the 
testimony and the exhibits and relating them to each taxable 
year to reach a conclusion. 

Nov;, how can I possibly do that without a st*_no- 
graphic ìrranscript? 

MR. PADGETT: Counsel and I had discussed earlier th: s 
aftcrnoon the question of breaking the figures out as Your 
Honor has indicated. I will undertake co do that for the Courf 
That should not be a lengthy process, though. 

THF. COURT: How are you going to do it without a 


transcript? 


MR. PADGETT: I believe 1 can do it from the 
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exhibics and from the stipulated testimony, Your Honor. 

THF. COUílT: So that when I take it to decide, I 
don’t have to consider any of the testimony? 

MR. PADCETT: v tight I suggest -- 

THF. COURT: When you put it off as I assume you will 
for a period, I caht carry all this in my head. I will turn 


MR. PADCETT: Your Honor, I am not suggesting that 

11 the testimony would not be of assistance to Your Honor. Of 

12 course it would. All I am suggesting is with respect to the 

13 breakout of the figures for ttie various years, I thir.k that 
^ we can prepare a chart for Your Honor which I can do fairly 

expeditiously which would show the alleged expenditures by the 
defendant during various years and also the alleged sources of 
income during those particular years. 

MR. GALLOP: May I just be hcard on that point. 

I certainly can understand che first premise, the 
cxpenditure premise. I don*t know wh.at stipulations there are 
with regard to sources of income. Might I say another thi.ng, 
Your Honor. I haven't made my motions yet at the close of 
my case. I would move again to dismiss all counts on the 

24 grounds the Government has failed to prove the guilt of the 

25 

defendant beyond a reasonable doubt. 
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llaving sai'J that, Your Honor, it appears that Mr. 
Shaw's argument and purpose for submitting a brief is to 
approach the issue of whether or not the Government expendi- 
turcs theory was sufficient to make out a prima facie case or 
even convict the defendant. But the Court in its remarks also 
indicated that it felt on the question of knowledge there was 
a grave issue there as to whether or not the Gcvemment proved 
knowledge beyond a reasonable doubt, and I believe I understooc 
the Court to state that on that issue he believed the Govern- 
ment has failed in its proof. 

THF. COURT: Yes. All I am saying is that I am not 
changing my views on this, but what I am saying is that I am 
not going to be precipitous, we dcn’t have a jury and if the 
Go-.'ernment wants more time, Mr. Padgett and Mr. Shaw will get 


it, because I can't believe that it hurts the defendant. 

MR. GALLOP: No. To complete my thought, my thought 
is if the Governtr.ent were to brief the issue o r expenditures, 
there wouid still be the issue of knowledge which wouid also 
have to be briefed by the Government, because at least I thougl 
the Court indicated that on both counts they wouid have to 
be dismissed. 


t 


MR. SllAW: If I may, Your Honor, that's what I had 


in mind when I stopped a few minutes agc and asked for more 
time. Mr. Pndgctt and I have addresscd ourselves to hat quesl ioi 
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over the luncheon reccss. I nm pretty confident that we can 
satisfy Your Ilonor on that question. That is, that with 
respect to the Governmcnt' s burden of establishing wilfullness 
in a failure to file case in which there is no proof of e’*cr 
having filed any tax returns, proof of the traditional type 
of Spies type proof of concealinent of dealing in cash, of usm 
false names, et cetera, is sufficient to establish the element 
of wilfullness. 

THE COURT: And I have pointed out 1 don't think it 

p 

is here, because it is equaily consistent with concealing it 
from the state and local authorities. 

MR. SIi\W: I understnnd. Number one, l would dis- 
agree with the Court on that and I would point ou'' the testi- 
mony of the police officer who testified here to I think 100 
conversations with Hines over the last five or six years in 
which it was open between them that Hines was a pimp. There 
was no need for Hines to deal in inoney orders in his money 
transactions or indeed for Hines to have a series of five name 
with respect to the local authorities. I think that the proof 
we have here cuts directly on the question of whether he 1ikes 
it to be known that he is an incoma earner, and I don't think 
that matters a whit with respect to his relationship wf;h 
local authorities. 

Nov;, he could conceivably take the stand in thls cas 
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or could have, and have testified that that is precisely why 
he did it and that wouli have raised an issue of credibility. 
But if we are able to show a pattern of concealment of the 
receipt of income, then even though it happens that the man 
was involved in ill.egal conduct, I think in the <^Dntext of 
this case we have met the burden. 

Otherwise a man doesn't — otherwise a man in an 
illegal kind of enterprise which he wouldn't like to have local 
authorities know about anyway can never file an income tax 
return and can be smart enough never to admit to anybody that 
he knows about the obligation and can walk away from it. 

I think there is a point as to whether circumstAntial 
proof of concealment type conduct is sufficient, and I want to 
argue that to the Court in a memo of law. 

THE COURT: You mean there is no fact issue, then, 
this is just a legal question? 

MR. SHAW: I really think it comes to that. But I 
wanted to, if I may, come Jjack to.iYour Honor’s concern abot 
the transcript. I think that between us and Mr. Gallop, we 
can prepare for the Court a proposed finding of fact, if that 
is the simplc way to put it, which would itemize what the 
pr > hns bcen with respect to the man's expenditures and 
which would itemize what the proof is with respect to efforts 
to determine whether he had any sources of moncy as of 
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January 1, 1968, and I think v/e can do that in this two-day 
trial in a way which is going to -- whlch Mr. Gallop and we arcj 
pretty much going to be able to agree on, so that I don’t 
think it is either going to take very long or is going to 
require the Court to spend a great deal of time on the testi- 
mony in order to focus on the facts to the extent that they 

are relevant^, 

THE COURT: I just can't imagine that this could be 
decided, if 1 have to go into the detail in less than two week 
work solid by me. You've got five taxable years. You've got 
many different apartments. You've got rent payments. You've 
got payments for part of a year. You've got the purchase of 

an automobile. 

In other words, you are telling me, Mr. Shaw, that 
it ls worthwhile^fr me to take all the time that is required 
in order to do justice to the Government's position and withoutj 
the aid of any stcnographic transcript? 

MR. SHAW: I don't mean that. 

THK COURT: All right, I am willing to do it, that s 

my responsibility. 

MR. SHAW: I don't mean that. 

THE COURT: But you had better make it awfully good 
because I want the record to show that my very strong incli- 
nation now is to acquit the defendant. 
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Mll. SHAW: Very well, sir. 

THF. COURT: And I propose to do it unless you 
dcmonstrate to me, conclusively, practically, that there is 
a rcasonable doubt. 

MR. SHAW: If I tray» sir, I don't mean to quibble 
about thc testimony. We wlll order the testimony if Your 


llonor wishes it. 

THF COURT: I am not going to force you to do it. 

Do it or not as you see fit. I just think it is one of the 
poorest cases that I have heard in eleven years. One of the 

poorest. One of the poorest. 

MR. GALLOP: I believe you said something which I 

would just 1ike to correct the record for. I believe you 
asked Mr. Shaw to prove to you conclusively that there is a 

reasonable doubt. 

THF. COURT: I mean that he has provcd his case 

beyond a reasonable doubt. 

MR. SHAW: We all understand it, Judge. 

THF. COURT: Of course. 

All right. How much time do you want for this 
demonstration? I v.ant to be fair to the Ca/erntnent. 

MR. SHAW: I appreciate that, sir. I thinkwe'd 
likc to ask for ten days, if that's not from the point of 


25 


vLew of either side. 
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THK COURT: All right, and Mr. Callop, may I seo -- 

MR. CALLOP: May I make a suggestion, Your Honor, 
in order to save myself some work, but I am supposed to 
commence a triál in Brooklyn on the I3th. If after the 
Covernment has submitted its memorandum, if you feel it is 
necessary for a reply, if your office would notify me. 

THF. COURT: All right, let's wait. 

Mr. Shaw, you want ten days? Tcn days by the 
calendar I figure is May 20. Do you want more than that? 

That is a Monday. 

MR. SHAW: If it is convenient for us to submit 
two wceks' from today, that would bc helpful, but I don't 
think we need to ask for a great deal of time. I appreciate 
that. 

THF. COURT: All right, May 22. 

No*.r, you are going to submit a memo, and I suppose 
you will then supply me with all the Covernment's exhibits? 

MR. PADGETT: Yes, sir. 

MR. SHAW: We will, sir. 

THE COURT: All right. And then I will study those, 
and let Mr. Callop know if he will reply. 

MR. Gi\LL0P: I assume the Government will serve me 
at the same time that the Court receives the memo? 

MR. SHAW: V’hat we are going to try to do, as a 
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mattcr ot' Cnct, is to gct soraething to Mr.-Callop long in 

advancc of that so that if it is convenicnt for him, he ^~in 

■ 

review it and if he has no dispute with it, he can so indicate, 
We wiil certainly serve hira on the day of the order. 

MR. GALLOP: I probably will bc on trial. 

MIl. SHAW: We understand, sir. 

THE COURT: All right. Anything else? 

. MR. PADCETT: No, sir. 

THF. COURT: All right, then, Mr. Clerk, we will be 


ìn recess. 


(Adjourned.) 
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THE COURT: Good afternoon. 

MR. SHAW: I hope you will excuse that delay. 

The circuiTistance was an unusual one. At the request of 
the deíense attorneys in another nonjury case of this kind 
that Mr. Padgett is trying a hearing was held. Mr. 

Padgett had to be a witness and 7 had to be there to 
represent the Government. We got word down before 3:00 
o'clock and Mr. Padgett is still up there but I will cover 
for hi.n, sir. 

THE COURT: That is very good, Mr. Shaw. I 
suppose under the present inequitus system these things 
can't be avoided. 

May I first give back to the defendant the 
defendanc's exhibits and give back to the Government the 
Government's exhibits. And here are the stenographic 
minutes. 

I suppose they go to the Government. I don't 
know wliose they are. 

Unfortunately, I have had to spend an enormous 
aitiount of ume on this matter and it was my profound 
hope that I am not favored with any such matters in the 

fucuze. 

■iij-re are five counts charging the defendant with 
vjoJaijon cí Section 7203 of Title 26 of the United States 
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Code in that for the calendar years 1968 through 1972 
he failed to file federal income tax returns. The trial 
took place on May 7th and 8th after written waiver of 
trial by jury. 

After the close of the trial I at that time 
strongly indicated that I felt that the Government had 
failed to prove the charges but I think that my feeling 
was due primarily to the fact that at that time I had 
insufficient knowledge of the expenditure theory of proof 
of income. 

Our discussion was of stenographic minutes 
250 and following. 

Another difficulty, and I have to say this, 

Mr. Shaw, more in sorrow than in anger, it was not the 
primary difficulty but one of the difficulties was that 
it just seems to me that the Government presented its 
case in an incredibly sloppy fashion. That has greatly 
increased my burden. 

* 

For example, in showing the result of the 
investigation of the bank accounts the Government's 
memorandum at page 7 shows or states that the Government 
searched some 44 New York City area banks. 

i’here is no citation to the record. I had 


25 


to plov/ through every page because first the Government 
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put on ít witness at an early stage of the trial who testi- 
fied th.it there were 28 banks who were investigated. At 
a wholiy different point in the trial, some time later, 
another witness testified to another series of investiga- 
tions which I believe finally ntade the 44. But without 
any citation at all to the record I have to sit down 
painfuliy going through page after page of this transcript. 

Then the Government says that the investigation 
disclosei only one account in any of the names which 
Hines was known to have used. That isn't true. There were 
two accounts. One was in the name of Hines at, I believe, 
the Nev/ York Bank for Savings and another one in the naroe 
of Charles Daniels at the Chemical Bank New York Trust 
Company. 

MR. SHAW: I think that one was excluded because 
it wasn't the same nama. 

THE COURT: It was Charles Daniels. 

MR. SHAW: I may be wrong. 

THE COURT: Let me have the Government's 

exhibits. 

MR. SHAW: I thought we didn't get that in because 

è 

thc r.aiae he used was Daniels and that one was Daniel. 

THB COURT: Government's Exhibit 18 and the ID 
is ci.oàsed cut. I can only go by the record. 
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MR. SHAW: My strong memory is that if we got 
that in at all it was your Honor stating on the record 
that it was worth nothing because it wasn't the same name. 
We thought it was helpful but because the name didn't 
have an S your Honor indicated that it was virtually 
worthless. 

I am sure that is why we didn't refer to it 
in our brief. 

THE COURT: When I had to go paínfully through 
these exhibits I found Government's Exhibit 18 and I 
think 19 which relates to the same account. It appears 
tc bc in evidence. Of course, I can't carry these things 
in my rnemory. 

Then I don't understand, Mr. Shaw -- and as I 
say this in sorrow and not anger. Certainly the public 
interest is not going to be affected by the fact that the 
constable blunders but the Government cites Schippani 
for instance, page 82, 93 F. Sup. 156, Eastern District 
N«íW Yotk 1968, affirmed 362 F. 2nd 825 Second Circuit 1966. 

So obviously it occurs to me how can the Court 
of Appuals affirm a judgment two years before it is 
rendeied? It is obvious that it isn't so. The affirm 
unswct is at 414 F. 2nd 1262. And the same mistake is 
rcpeuLcd on page 13 of the Government's memorandum. 
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But you have to realize that when this kind of 
thing happens, and of course this paper inountain which 
the Government presented adds to the burden, and what I 
would consider these essentially sloppy presentations 
are made it runs a trial judge crazy because I have to 
pair.fully go through every piece of paper and check it out. 

MR. SHAW: I take the responsibility for it 
and I apologize for it. 

THE COURT: It is sorrow. The public interest 
isn't going to suffer. I have finished it now. 

MR. SHAW: I take responsibility for it, sir, 
and I v/ould also state thut I spent some two weeks of my 
time working on that brief and so the mistakes in it are 
mine. i thought it was a good brief and I apologize 
for thuse errors. 

THE COURT: It certainly is not a bad brief, 

Mr. Shaw. It has a lot of points in it and, as you can 
see,it has persuaded me. But still, if you are perhaps 
oveny detailed as I am it is just bothersome. 

MR. SHAW: I nake no excuses, sir, I apologize. 

THE COURT: That is one difficulty. 

The other difficulty as I already indlcated, 

Lha primaiy difficulty, was my lack of familiarity with 
the dccisions which had been rendered on the expenditure 
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theory. I don't think during and at the close of the 
trial I really fully appreciated what the expenditure 
theory was. At any rate, after further reflection on 
the matter and a study of the cases and of the stenographic 
minutes and of the exhibits, I am convinced that my initial 
impression was wrong and that the Government has in fact 
proved that the charqes are sustained beyond a reasonable 
doubt. 

t 

The variation in conclusions between the end 
of the trial and now is not at all due to questions of 
fact as I think to questions of law. This is the unusual 
case where there is no real issue of fact and there is 
no issue of credibility to be resolved. 

The defendant has not challenged the Government's 

* 

evidence and, of course, has no burden to do so. But 
the result is that there are no conflicts in the evidence 
to be resolved. I believe the Government's witnesses and 
the documentary evidence and the sole issue is whether 
acceptinq the Government's evidence the defendant has 
been proved guilty beyond a reasonable doubt. 

It is undisputed that the defendant was born 
in Morophis on November 8, 1940 and that he has lived 

I 

in New YorK since at least September 1967. And that 
he has not, for any year, filed an income tax return. 
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And I refer to the stenographic minutes of 


263, 264, to Exhibit D, Exhibits 3 through 10 and to page 
13 ot the stenographic minutes. Because the proof is 
positive, that there never were any income tax returns 
filed not only for the years named in the indictment 
but for any years, the question is whetlier the Governraent 
has pioved the other two elements, namely, first, receipt 
of income in the several years sufficient to show that 
the defendant was required to file a return, namely $600 
in 1968 and 1969, $1,700 in 1970 and 1971,and $2,050 


in 1972 


The second element is that the failure to file 
was wilful. Taking the first element, despite my initial 
lack of knowledge of the decisions there is a recognized 
expenciiture theory of income described most lucidly 
to me at least by Judge Goodrich ander Conceptor at 
(199 t. 2nd. 905) and also in the Pinozi case 452 F. 2nd. 
at 557 and Johnson in the Supreme Court, 318 U.S. 503, 
an opinion by Justice Frankfurter. 

Under the expenditure method if exper.ditures 
duriiig .-a yuar are proved such proof is also proof of 

of oross income in that year in tho <*.me a tount 
ú.ovìuí d ih-ìrr: is proof that thore war zero or sr.hstantially 
•< .. , • , , .> -_t tha heginning of the year. 
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This is an unusual case, as Mr. Gallop has pointed 
ou t ^ chink both at trial and certainly in his menorandum. 

It is an unusual case because it is not a tax evasion 
case but it is a failure to file case. A failure to file 
case in which the defendant has never filed any returns 
and I don't believe that our researchers have dircovered 
a single case in the books in which a defendant has been 
prosecuted for failure to file when he has never filed 
a return. 

All the cases, and the Government apparently 
was not able to cite one, they are all cases which 
either involve the wagering tax or involve tax evasion. 

I think the principles are largely the same. But there 
is a difference in that this is an unusual case as far as 
recorded precedents are concerned. But being a failure 
to file case it doesn't seem to me that it is necessary 
for the Government to show that the income received was 
taxable ir.come but only that it was gross income requiring 
the filing of a return. 

The question is not whether it was reported 
as taxabie or nontaxable income or whether deductions 
were improperly clained or the like. It is just 
whether the defendant had gross income in excess of 
the required amount. The proof is clear that the defendant 
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expendeci in the years in question in excess of the 
following amounts: 1968, $15,000; 1969, $10,500; 

1970, $11,000; 1971, $23,000; 1972, $15,500. 

Tn arriving at the figures I have given I have 
disregarded the cost of living item on which the Government 
relied. I have forgotten the young lady who came in as 
an expert witness I am inclined to believe that that is 
a perfectly perraissible and proper expenditure to include 
because it simply must follow that the defendant in order 
to maintain life has to have some expenditure for food, 
clothing and shelter. The figures to which the young 
lady testified I think were minimum figures. But, at any 
rate, to use an extra measure of caution I have eliminated 
the cost of living figure in the amounts that I have 
given. 

It should also be noted that on November 1, 1970 
the defendant stated to a real estate agent that his annual 
inconió \;as $25,000. That is Government's Exhibit 15 
referrcd tu at 71 and 73 of the minutes. 

The evidence stablishes overwhelmingly that 
tlie expenditures in the years noted represent income 
received by the defendant from women employed by him as 
prostjLutes and that his business was that of a pimp. 

TheiL j.j uik i.ianagement of prostitutes who turned over to 
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2 

the defendant their receipts or a substantial part of 


3 

the receipts. The defendant was engaged in this business 


4 

during each of the years involved and for a number of 


5 

years before January 1, 1968, the start of the period 


6 

here involved. 


7 

As part of the Government's burden, however, 


8 

it must be shown, as I understand the expenditure theory 


9 

of proving income, that at the beginning of the tax 


10 

years involved the defendant did not have a net worth 


11 

from which the expenditures could have been made and 


12 

this, in the cases, seems to be referred to as proving 


13 

an openinq net worth or a zero net worth or the equivalent. 


14 

The evidence not only satisfies me that the 


15 

defendant had a source of income in the years in question. 


16 

but also that the defendant spent that income as fast 


17 

as he received it, according to the -»ld saying, "Easy 


18 

come, easy go." This means that evidence as to net worth 


19 

on Jam.ary 1, 1968 and at the beginning of each later 


20 

yeat inust be appraised against this background. That is 


21 

the backyround of the totality of the evidence showing 


22 

that the defendant's manner of living was to spend his 


23 

incomu as he received it. 


24 

ucw we start off with January the lst 1968 


25 

to seo v/hether the Governraent established that the 
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defendant had a zero net worth or substantially zero net 


woth. 


The Government showed that the only inheritance 


that the defendant received was $1,000 in 1953. Government'a 
Exhibit 107 shows that. 

True, not every inheritance court in the United 
States was investigated but those in Memphis and those in 
the City of New York shown by Government's Exhibits 26 
throuvjh ?9 were investigated. An order of the Court in 
Memphis, Memphis being in Shelby County, Tennessee is 
very familiar to me because the railroad goes through 
my hometown and it goes from Memphis to Chattanooga, 
a dip through North Alabama on the way between the westem- 
most and the easternmost city in Tennessee. It used to 
be the old Memphis-Charleston Railroad, but Shelby County, 
Tennessee, named, incidentally, for an ancester of the 
United States District judge in North Alabama when I 
was a boy, Judge David D. Shelby who later served on the 
c’ilth circuit Court of Appeals, but anyway an order of 
tlie Coui t of Shelby County, Tennessee on September 7, 1960 
found that the defendant who was then a minor had nothing 
wii.ii which to pay a counsel's fee except the remainder 
ot hiu >j,OùO inheritance shown in Government’s Exhibit 107 
This establishes to my satisfaction in September 
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1960 the defendant had no net worth. 

The defendant became 21 on November 8, 1961 and 
at that time, or rather a little while later actually, 

I th i nK. December 1, 1961, the Court in Memphis authorized 
transfer to him of the remainder of his inheritance, 
namely S352,ll. 

The Government's investigation as to possible 
inheritance while limited, as I indicated, to Shelby 
County and to the Counties of New York, making up New 
York City, seems to me to have been reasonable and it 
seems to me that it would be unreasonable to expect the 
Government to make a nationwide investigation of every 
inheritance court. 

One of the cases that I looked at, Pinozi, 

452 P. 2nd 217 is in point on this aspect. 

with the stablished fact of no net 
worth of defendant in September 1960 the evidence shows 
that the defendant had earnings reported to the Social 
Securjuy Administration as follows: 

1960, $950; 1961, $390; 1962, $1020 and 1963 
through 19b7, zero. This establishes that no net worth 
was built up by *.he defendant from earnings in legal 
einployment rc-guired to be reported to the Social Security 
A<tminjutr»»tion. In September 1973 and also I believe 
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durinq the trial in this year Government agents investigated 
all branohes of all banks within the general area of the 
residence addresses known for defendant under his real 
name ot under four aliases which he had used, namely 
Williamson, Bird, Mitchell, Daniel or Daniels. They also 
investigated the bank in Lorrain, Ohio, where the 
defendant on one lease applicatior. represented that he had 
a bank aocount. They asked if the de*endant under any 
of the names had an account during the period 1966 
througli 1972. This is shown at pages 183, 187 of the 
stenographic minutes. 

The investigation made by the Government agents 
showetí thac the defendant as Hines on October 4*1967 
opened an account at the New York Bank for Savings at 
86th Street in Broadway in New York with a deposit of 
$10. That is Government's Exhibit 32. And that no other 
deposits were made and that is shown by Governmenfs 
Exhibic 33. 

rnis showed, the investigation, also that under 
naiw Cnarles Daniel the defendant opened an account 
ou Sepw iirJjcr 18, 1967 at Chemical Bank New York Trust 
Coupany with a deposit of $200; that $90 was deposited 
oi. septcn.bet 26, 1967; that $30 was withdrawn on September 
<, 0 . ÌJ(i/ àutí $215 was withdrawn on October 13, 1967, 
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leaving a balance on December 31, 1967 of $5.33. That is 
shown by Government's Exhibit 18 and 19, pages 83 through 
88, of the minutes. 

As I indicated earlier there were 44 banks 
investigated. That is hown on page 304 of the m^i.utes. 
All of the replies were negative, that is no account, no 
bank accounts in any of the names used by the defendíint 
except the two as to which I have already reported. 

MR. SHAW: If your Honor please, would it be 
appropriate for me to interrupt your Honor at this point 
on the Daniel thing? I do want to call to your 
attention the thing I mentioned before. Your Honor is 
quite right that at page 85 of the record, Government's 
Exhibits 18 and 19 were received in evidence. 

At pages in and about 247 and 248 I think it 
is accurate to summarize it by saying that counsel made 
a motion to strike or to put out that evidence because — 
and 1 hope I don't get these backwards — the name 
that the man was shown to have used by other proof was 
Dar.icJu ;/i th an S and the name on the account was Daniel. 

Your Honor, at that point,said I am going to 
reservé decision on the motion to strike of Mr. Gallop 
di.d tlie Government — and if Mr. Gallop will forgive me. 


1 think Mr. Gallop himself may have been remiss in not 
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callinq that to your Honor's attention before we got to 

the end of this thing. 

I know Mr. Padgett and I were conscious in 
the liaii tation of that from any consideration in our brief 
because I think both of us came away with the impression 
that your Honor was going to give that no weight at 
all beeause of the S in one instance and the L in the 
other. ] think the reason why I ought to pipe up at this 

point is because we do feel strongly that our proof has 
been sufficient even exclusive of that exhibit. 

THE COURT: You have certainly blundered the 
force of my criticism which as I told you is simply 
giving you my reactions and, remember, that as I must 
have eniphasized to anybody who has ever been in any of 
my courtrooms, so much happens here that I just can't 
possibly remember these details. 

If I put this case down for a week and I pick 
it up agai.ì it is as if it is a brand new case. I can't 
keep it in mind. We are getting orders to show cause, 
preliminary injunctions. It's a mad house. 

You have certainly given a good reason why you 

didn't inciude it. 

MK. SHAW: Beyond that we should have dropped 
a foocuote and made clear why we weren't including it. 
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2 

THE COURT: I didn't indicate, as I said, any 

l 

3 

deqree of hostility towards the Government. 


4 

I have covered the bank accounts. The Government 


5 

also investigated real estate transactions in New York in 


6 

the' years 1966 through 1972. That is Government's Exhibit 


7 

30 as far as they are recorded and they show no transactions 


8 

by the defendant. What that means is probably not really 


9 

critical. It's some indication of what the Government 


10 

did by way of investigation but what else it me« >s, who 


11 

knows. 


12 

There was, though, a more significant showing 

1 


13 

and that is that the defendant purchased furniture for 


14 

$775 on November 10, 1967 and agreed to pay for the 


15 

furniture at $50 per month in installments. That is in 


16 

Government's Exhibit 50. 


17 

If the defendant had a cash accumulation or a 


18 

net worth at that time, according to normal practices 


19 

and human nature the way folks live and operate on any 


20 

levol of society, he would not have chosen the inconvenience 


21 

of installment payments. That conclusion was also reached 


22 

in the Schippani case, 293 F. Sup. 156 at 158 affirmed 


23 

414 F. 2nd 1262. 


24 

So on all the evidence I conclude that the 


25 

defcnnant had a net worth of not more than $15.33 on 
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2 

January 1, 1968. I also conclude that at the beginning 


3 

of each of the succeeding tax years involved the 


4 

defendant had no net worth beyond a nominal amount. 


5 

I conclude this because of the totality of the 


6 

evidence referred to before showing that the defendant 


7 

spent his income as he received it and if that was his 


8 

life dtyle, as I find that it was, then at the end of 


9 

the year he would have no net worth beyond a nominal 

! 


10 

amount. Although all of the evidence as a whole shows 


11 

the detendanth spending, as I say, easy come, easy go. 


12 

there ìs no confirmatory evidence to which the Government 


13 

directcd my attention and that is the defendant continued 


14 

to buy furniture. 


15 

It seems perfectly evident that the defendant 


16 

didn't buy furniture only for the place at which he happened 


17 

* 

to make his abode but the nature of his business was 


18 

such that he must have had more than one apartment at 


19 

any u*»o time for the purposes of having women there for 


20 

pi ost j rvítion and that those apartments needed furniture. 


21 

I ' ' 

And n«* conLinued to buy furniture on the installment plan 


22 

which ìndicates, circumstantially of course, but it 

• 

23 

in.licacfcs that he was spending his income as he received 


24 

ìl anJ tiot accumulating it in a fashion so that he could 


25 

p-w U.s puccì.ase price of furniture. 
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In other words, since he spent his income as 
he cjot it he preferred for that reason to buy furniture 
on the jnstallment plan. Those installment purchases 
are shown on Government's Exhibits 49 and 50. 

I said that that habit of life, spending as 
he received it, convinces me that at the end of each 
taxable year his net worth was substantially zero, but 
there is confirming evidence in that in December 1970 — 
and I think this is shown in either Government's Exhibits 
50 or 49 or both — the seller repossessed furniture when 
there was due a balance of $580. 

The Government gave me that figure in the memoran- 
dum but I am convinced that it is accurate because there 
are two separate accounts for the installment purchases 
and when you add what is shown on each exhibit as the 
unpaid balance the two figures aggregate $580. 

This evidence seems to me to establish that the 
defendant’s net worth on January 1, 1971 was substantially 
zero. 

l.ow there remains the final essential element; 

Wd5 the defendant's failure to file wilful? I said 
before and 1 repeat here that in this case there isn’c 
ai.y ^iiebtion about conflicts to be resolved or credibility 
o t oi Lucs.seu. It is a question of law, really, I guess. 
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on the conceded facts whether the Government's evidence 
is sufficient. The Government certainly did not prove 
and 1 don't suppose could ever prove by direct evidence 

that the defendant was wilful in failing to file in the 

I 

sense chat the issue is did the defendant know that he 
was required to file a return. That involves the state 
of his knowledge, the state of his mind, and as we charged 

habitually in almost every criminal case, the state of a 

j 

man's mind simply cannot ever be prnved by direct 
evidenoe outside of an expressed admission because it 
is a matter peculiarly within his own knowledge. 

But from my reading of the cases and principally 
the case in the Fifth Circuit which I will refer to, I 
believe that the existence of such a requirement, that 
is a filing income tax return, is a matter of "Almost 

I 

universal knowledge." 

The expression Judge Hayes used in Edwards 
against rhe United States, 321 F. 2nd 324 in Footnote 
ì at p jgo 326 when he wrote for the Fifth Circuit in 1963. 
Edwards, as Mr. Gallop correctly points out, was a 

v/aqtring iax case. 

We have not been able to find any ineome tax 
Bnt Judge Hayes in reversing a conviction in 


25 


EUv/..ias i j biìnguished between an income tax case such as 
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we have here and a wagering tax case and it was largely 
on the basis of that distinction that he voted with 
another of the panel to reverse the conviction of Edwards. 
I think it fair to say that if it had been an income 
tax case the decision in Edwards by the panel would have 
gone the other way. The conviction would have been 
affirmed. But in any event, on a rehearing Enbank 
the Fifth Circuit rejected the dxstinction that Judge 
Hayes had made between an income tax case suc *" as the one 
at Bar ancì a wagering tax case and affirmed the conviction 
of Edv/ards. 

There were seven judges on the Enbank. It has 
grown since then. I think it is a four to three decision. 

In any event, the majority said — and this is 
what I feel I must rely on here — "Where the law is 
plain, definite and well settled and any want of knowledge 
of its requirements is a fact resting peculiarly within 
the kiiowledge of the defendants when the Government has 
eot-óbl i :;ncd i ts case in all other respects, the burden 
of aaducjng some evidence to rebut the presumption of such 
knowicd«.,ri i.ests on the defendant3." 

So under Edwards I think the case at Bar is 
even sLronqer for the Government because this is an income 
tax return case. Also, it seems to me it has to be common 
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sense because if the Government were required to prove 
by di.rect evidence knowledge by defendant of the law 
requiring the filing of income tax returns no prosecution 
would ever be successful under the Section 7203 for failure 
to fiJe at least where the defendant had never filed a 
return. 

There is circumstantial evidence of knowleàge 
by defendant of the requirement that he file a return. 

Among other evidence it is that the defendant can read 
and write as shown by numerous documents in evidence 
with his signature and his participation in many business 
trcinsact. ions. 

Certainly a person who can read and write 
in the cJnited States for the last 20 years could not 
fail co be aware of the fact that income tax retums 
have to be filed. 

There is a pattern also of concealr.ient employed 
by the detendant. The use of false names, the payment 
oì ui.it and bills in cash or money orders, the avoidance 
of noruial bank accounts or bank checks, the use of false 
intLii'.ít ion as to employmer.t, all of this suggests 
thut the Jefendant was attempting to conceal his income 
paitly Lí. uvoid any reports to the Internal Revenue Service 
wmch inight. trigger an investigation of his failure to 
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file and, of course, partly because he wished to conceal 
his i1leqality, that is the illegality of his occupation 
under city and state law, from the authorities. Under 
this circumstantial evidence the burden of producing some 
evidence of ignorance of the law seems to be on defendant 
and as has been said in many decisions, at least one in 
the Supreme Court, I think it was Ilolland, and elsewhere, 
in such a situation the defendant remains silent at his 
peril. 

One part of the Government's suggestion I 
haver.' t accepted and that is that failure to file returns 
prior to the years in question is evidence that the 
defendant had no income in those years above the 
statutorily required amount for filing a return. I 
haven't really taken time to analyze what is wrong with that 
theory in my view but I just instinctively feel that there 
is something wrong with it and perhaps out of an excess 
of caution at least I have not given it any weight. 

Mr . Gallop submitted a very able memorandum 
which i& not surprising in view of his able representation 
of the detendant at the trial and at all other times. 

His memorandum and representation has been thorough and 
aule and careful. But for the reasons I have indicated 
thiù aí ternoon I feel I must find the defendant guilty 
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2 

on Counts 1 through 5. 


3 

What about a date for sentence? 


4 I 

MR. SHAW : Might I be excused, Mr. Padgett 


5 

beinq here? 


6 

THE COURT: Yes, of course. Mr. Padgett, 


7 

your presence is noted. 


8 Ì 

|í 

Is there any hurry about sentence, Mr. Padgett? 


9 1 

MR. PADGETT: No, sir. 


10 í 

I 

THE COURT : Mr. Gallop, is August 30th a good 


1 

11 

day? That is a Friday and it is before the Labor Day 


12 ! 

weekenu, I think. 


„ | 

MR. GALLOP : Might I suggest that I might 


14 ; 

posslbly. I have no pl»ns but rather than have that. 


15 

either the week before or the week after. 


16 

THE COURT : What about the 23rd of August? 


17 

Is that all right? 

1 


18 

| 

MR. PADGETT : Obviously the Government will 


19 

have o repr esentative at sentencing no matter wher. it is. 


20 

I just pojnt out to the Court as I have in the past that 


21 

1 will bu àt Fort Bragg, North Carolina at the time. 


22 

TIÍE COURT : Is that a reason for putting it off 

‘1 


23 

| 

un«.il septnmber? f 


24 

MU. PADGETT : Not unless it is convenient to the 


25 

Cour t. 

1 

j 

l 
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THE COURT: My practice is to deal with motions 
and sentences on Friday afternoons but Friday the 6th 
ot Sepceir.ber there is a judicial conference and it couldn't 
be then. Tt would have to be — 

MR. PADGETT: Any time in August at the Court's 
convenience. 

THE COURT: Mr. Gallop, August 23rd? 

MR. GALLOP: That is acceptable. 

THE COURT: All right, August 23rd at 2:30 and 
unless we change it to a better room it will be here in 
this room. 

What is Mr. Hines' bail status? 

MR. GALLOP: He has $1,000 cash securing a 
$10,000 personal recognizance bond. 

THE COURT: Is there any reason why he shouldn't 
be continued in the same bail status? 

MR. PADGETT: No, your Honor. 

THE COURT: Mr. Gallop, we will continue Mr. 

Hines in the same bail as heretofore and, of course, as 
I have indicated why I have disagreed, Mr. Gallop, with 
your presentdtion but you can yet be reviewed, fortunately, 
if you teti so disposed and you may do that. I think we 
are finished. Thank you. 

(rtdjourned.) 
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